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a relatively short course in certain important aspects of 


MANAGEMENT METHODS FOR ACCOUNTANTS 


PARTIAL LIST 
OF SUBJECTS 


Four sachenaente of 
prediction 
Decision-making 
methods 


Methods for planning 


Scatter diagrams with 
built-in confidence limits 


Predicting changes in 
long-term trends 


Special costs for special 
purposes: 

Opportunity costs 
Marginal costs 

Direct costs 
Controllable costs 
Variable costs 

Imputed costs 


Principle of exceptions 
Financial planning 
Business relationships 
and lags 

Trend analysis 

Standards and deviations 
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Public accountants who want to provide broader management 
services to clients 
Private accountants who want to serve management better and prepare 


for top management positions, and 


Others who aspire to top management positions 


e This new IAS MANAGEMENT TRAINING COURSE teaches 
how to understand and use the tools of business measurement. 
Knowledge of these tools is essential to the accountant who wishes 
to serve management better, and such knowledge is just as 
essential for a manager or any business employee who 
has management aspirations. 
e The advanced subjects are taught by graphic methods. 
No mathematical knowledge beyond business arithmetic is required. 
A wealth of illustrative examples and numerous diagrams 
simplify the explanations. 
e The complete course consists of 55 study assignments, each 
with an examination to be solved and submitted for correction and 
grading by CPAs and returned to you with a model solution. 
e The subjects covered are: 

Basic Accounting — 25 assignments 

Economics — 10 assignments 

Management Control — 20 assignments 
e Either or both of the first two sections may be eliminated 
(with a corresponding reduction in tuition) by those who have 
had recent equivalent training and have no need for 
refresher courses on those subjects. 
e The IAS MANAGEMENT TRAINING COURSE is available 
to individuals and also to firms which are interested in enrolling 
a group of employees at a special group discount. 
e If you would like further information about the course and 
a complimentary copy of one of the Management Control 
assignments, address your letter to the Secretary, IAS, 
at the address below. 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 
of Controliers Institute of America 


1. To establish, coordinate and maintain 
through authorized management, an integrated 
plan for the control of operations. Such a plan 
would provide, to the extent required in the 
business, cost standards, expense budgets, sales 
forecasts, profit planning, and programs for 
capital investment and financing, together with 
the necessary procedures to effectuate the plan. 


2. To measure performance against approved 
operating plans and standards, and to report 
and interpret the results of operations to all 
levels of management. This function includes 
the design, installation and maintenance of 
accounting and cost systems and records, the 
determination of accounting policy and the 
compilation of statistical records as required. 


3. To measure and report on the validity of 
the objectives of the business and on the effec 
tiveness of its policies, organization structure 
and procedures in attaining those objectives. 
This includes consulting with all segments of 
management responsible for policy or action 
concerning any phase of the operation of the 
business as it relates to the performance of this 
function. 


4. To report to government agencies, as re- 
quired, and to supervise all matters relating 
to taxes. 


5. To interpret and report on the effect of 
external influences on the attainment of the 
objectives of the business. This function in- 
cludes the continuous appraisal of economic 
and social forces and of governmental infl- 
ences as they affect the operations of the 
business. 


6. To provide protection for the assets of 
the business, This function includes establish- 
ing and maintaining adequate internal control 
and auditing, and assuring proper insurance 
coverage. 
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REIMBURSED EXPENSES 


Epitor’s Note: The following memorandum 
was set in type before the “clarification” ruling 
by the Internal Revenue Service. We decided 
to keep it in the magazine because we feel that 
the arguments made are worth considering. 


Editors, THE CONTROLLER: 

We have given consideration to the 
announcements by the Commissioner of 
Internal Revenue requiring the reporting 
of reimbursed expenses as gross income. 

Our review was directed toward the 
questions of whether or not the procedure 
is proper and administratively feasible. 
Our conclusions are that the procedure is 
neither proper nor feasible. 

We are hopeful that the attached mem- 
orandum, which explains our views in 
more detail, will be helpful to you. We 
will be available in the event that we can 
be of service. 

C271, 


MEMORANDUM RE 
REIMBURSED EXPENSES IN 
CONNECTION WITH EMPLOYMENT 

A few wecks ago the Commissioner an- 
nounced that individuals—in their tax 


returns for 1957—would have to report 
all reimbursed expenses as gross income 
and the expenses themselves would have 
to be itemized and reported as deductions 
in computing adjusted gross income. Pub- 
lic sentiment was quickly aroused in op- 
position to the new requirement—pri- 
marily because it was announced so late 
in the year. Most taxpayers and their em- 
ployers complained that adequate records 
simply had not been maintained, and the 
time and expense involved in getting 
them together imposed an unreasonable 
burden on all concerned. The pressure 
became so great that the Commissioner 
finally yielded and withdrew the new re- 
porting requirements for 1957. 

However, it has been made clear that 
individual taxpayers will be expected to 
follow the new rules for 1958 and there- 
after. 

Now that the pressure is off for 1957, 
it is reasonable to anticipate that the pub- 
lic might acquiesce in and follow the new 
rules without further complaint—in fact, 
without much further consideration of 
them. Yet there are fundamental weak- 
nesses in these new rules which dictate 
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their repeal—not just for 1957—but for 
1958 and thereafter as well. 

These fundamental weaknesses are as 
follows: 


1. Reporting of all reimbursed ex. 
penses will not serve to curb purported 
abuses in this area. At least, the results 
sought by the Commissioner will not 
justify the additional time and expense 
imposed on taxpayers, their employers 
and the Government in its administration 
of the new rules. 

2. Most reimbursements are made by 
employers pursuant to a specific account- 
ing of the employe’s expenses at the time 
of reimbursement. It is clear from the 
Commissioner's own rulings and from 
coutt decisions that such reimbursements 
do not constitute gross income, but in- 
stead represent capital transactions which 
are not subject to reporting for tax pur- 
poses. Thus, to the extent he now pur- 
ports to require the reporting of such re- 
imbursements, the Commissioner is acting 
outside the scope of his authority under 
the law. 


New Reporting Requirements 
Will Not Accomplish 
Their Intended Purpose 

The Commissioner's publicity releases 
concerning the new reporting require- 
ments have endeavored to justify them on 
the ground that it will be easier for the 
Service to spot the taxpayer who might 
be abusing his reimbursement arrange- 
ment. Of course, it is obvious that the 
reporting of all reimbursements and te- 
lated expenses might well provide some 
better insight into a taxpayer's affairs. 
Nevertheless, this approach is inherently 
weak in two major respects. 

First of all, the Commissioner has used 
a shotgun approach. That is, he has im- 
posed rather severe additional burdens on 
millions of taxpayers and on the Service's 
administrative machinery in order to cor- 
ral a relatively few potential cheaters. 
Actually, the employer-employe relation- 
ship of the vast majority of taxpayers is 
such that a taxpayer would have to cheat 
his employer—by filing false expense re- 
ports—in order to be in a position to 
cheat the Government. Since employers 
have very keen selfish interests in curbing 
any improper practices, it follows that 
they are—in a very real sense—doing far 
more to protect the Government's rev- 
enues in this area than the Commissioner 
could hope to accomplish by means of his 
new reporting requirements. 

The Commissioner has been aware of 
this truth for many years, for since 1945 
he has not even required employers to 
report reimbursements for specific ex- 
penses on information return forms W-2 
or 1099. See Mimeograph 5947, 1945 
CB 235. 

Furthermore, high bracket taxpayers 
constitute the group for which the Com- 
missioner is most interested in curbing 

(Continued on page 150) 
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such abuses as do in fact exist. This group 
is relatively small, and the tax returns for 
most of its members are subjected to reg- 
ular examinations. Thus, the Commis- 
sioner already has an adequate check in 
the most significant area of potential 
abuse, and—between his examinations and 
those conducted directly by employers— 
it seems reasonable to assume that pro- 
cedures currently in effect provide for ade- 
quate enforcement of the law. 
Second—and apart from the foregoing 
—it must be kept in mind that some ex- 
penses are not reimbursed to employes, 
but instead are paid directly by employers. 
The Commissioner’s new rules do not an- 
ticipate that such expenditures should be 
reported in individual tax returns, and yet 
it is obvious that here lies the greatest po- 
tential for abuse. In fact, it must be antici- 
pated that if the new rules are followed, 
those employes and employers who are 
inclined toward abuse in the “expense” 
area will adopt this means for thwarting 
examinations by the Service. It is not 
enough to say that the Commissioner— 
rather than giving up his new rules— 
should amend them to require reporting 
of expenses paid directly by employers, 
for as the law now stands, it is clear that 
such expenditures do not represent gross 
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income to an employe—at least to the ex- 
tent they represent legitimate “expenses” 
of the employer. Therefore, it will be nec- 
essary to continue to investigate employer 
practices as part of the regular examina- 
tions of employer tax returns. If any- 
thing, the new rules will only serve to 
make such examinations more important 
and at the same time more difficult. 

For the reasons given above, the pro- 
posed new reporting requirements should 
be permanently withdrawn. 


Specific Reimbursement 
Is Not Includable In 
An Employe’s Gross Income 

While there are no rulings or court de- 
cisions which concern themselves with this 
problem under Code Section 61 of the 
1954 Code (defining gross income), it 
has been dealt with directly under the 
equivalent provision of the 1939 Code, 
Section 22(a). The 1954 Code is sub- 
stantially the same as the 1939 Code in its 
definitions of gross income and deductions 
that are permitted in computing adjusted 
gross income. Thus, it would be difficult 
to rationalize that specific reimbursement 
of expenses is any more gross income 
under new Section 61 than it was under 
old Section 22(a). 
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The rulings and cases make it clear that 
specific reimbursement for expenses does 
not constitute Lross income to the em. 
ploye. See Rev. Rul. 54-429, 1954-2 CB 
53: Vincent Treanor v. Commissioner 
(1951), 10 TCM 336; Glendenning, Mc- 
Leish & Co. v. Commissioner (1931), 24 
BTA 518; and Findley v. U. S. (1939), 
28 Fed. Supp. 715. This being so, the 
Commissioner has no authority to require 
an employe to report such reimbursements 
in his personal tax return. 

Rev. Rul. 54-429 and the cases cited 
above have held that reimbursement of 
specific expenses is not gross income to an 
employe because the expenses are incurred 
primarily for the benefit of the employer 
and are not compensatory in nature. In the 
usual circumstances—where the employe 
expends his own funds in the first instance 
and is subsequently reimbursed pursuant 
to an accounting of specific expenses in- 
curred on behalf of the employer—the 
courts have held that the employe ad- 
vanced funds for the account of the em- 
ployer. Thus, subsequent reimbursement 
constituted a repayment of such advance 
—a capital transaction which could not 
give rise to gross income in the hands of 
the employe. 

While Rev. Rul. 54-429 deals directly 
with reimbursement of an employe’s ex- 
penses in moving from one location to 
another at the request of his employer, its 
holding is applicable as well to other types 
of expenses incurred for the benefit of an 
employer and reimbursed by him. The 
following paragraphs are quoted directly 
from the Ruling: 


Section 22(a) of the Internal Revenue 
Code of 1939 provides in part as follows: 

GENERAL DEFINITION.—"Gross income” 
includes gains, profits, and income derived 
from salaries, wages, or compensation for 
personal service * * * of whatever kind 
and in whatever form paid * * *. 

The payment or reimbursement by an 
employer of the cost of moving an em- 
ploye, his immediate family, household 
goods, and personal effects from one place 
of employment to another permanent place 
of employment, primarily for the benefit 
of the employer, is not compensatory in 
nature. There is no essential difference be- 
tween a payment of such cost directly by 
the employer and the payment by the em- 
ploye and subsequent reimbursement by 
the employer. 


It is submitted that the Commissioner's 
new reporting requirements are directly 
opposed to Rev. Rul. 54-429 and the cases 
cited above, and that the Commissioner 
has no authority under the law to impose 
such requirements. 
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Incentive for Money Management 


The old adage about necessity and invention is still per- 
tinent. For example, the recent period of “tight money”’ 
has stimulated a unique contest for regional and divisional 
managers of the Glidden Company, which has offered sub- 
stantial cash prizes to its eligible executives who make the 
best use of money. The winners will be the company’s re- 
gional and divisional managers who did the best job in 
reducing inventory and accounts receivable and at the same 
time maintaining or increasing sales or profits. 

The idea was stimulated, reports Dwight P. Joyce, Glid- 
den’s chairman and president, by the high cost of borrowing 
money to carry inventories and accounts receivables: each 
$1 million of borrowed funds cost the firm approximately 
$50,000 in interest payments and, during the past year, in- 
ventories had risen nearly $9 million above the preceding 
year. Inventory reductions alone could increase pre-tax prof- 
its, but Mr. Joyce stressed a mere reduction of the amount 
of money used in a region or division is not enough. 

The contest standards will give greatest weight to profit 
return on investment, but also to be considered are the use 
of liquid capital, utilization of capital invested in plant 
facilities and changes in profit margins. Other factors that 
the judges will consider include consideration of how well 
a division has done despite the possibility that it was caught 
in an industry-wide slump. On the other hand, the judges 
will also check to determine whether a division reaped a 
windfall without substantial managerial effort. 

The judges will include, in addition to the company 
president, the executive vice president, the financial vice 
president, the treasurer and the controller. 

Of additional interest is the fact that several of Glidden’s 
customers and suppliers, hearing about the money manage- 
ment contest, have asked for details in order to work out 
similar contests for their own organizations. 


Wanted: Tomorrow’s Accountants 

If the pattern of available graduates at Lehigh Univer- 
sity holds true for other colleges and universities in connec- 
tion with their commencements this June, the supply of 
nontechnical seniors will be ample with the exception of 
accountants, according to Everett A. Teal, Lehigh Univer- 
sity's director of placement and counseling services, who 
tecently reported that approximately 200 companies had 
already held almost 4,000 interviews at Lehigh. 

Although “there is some indication at this time that in- 
dustry is not sure of its need for college graduates this 





June,” continued Mr. Teal, “it appears that the demand 
will continue in such fields as insurance, banking and re- 
tailing.” 

Since the news from Lehigh emphasizes further the need 
for a greater effort to enlist students in pursuing accounting 
careers, it is encouraging to note the recently issued pam- 
phlet, “Young Eyes on Accounting,’ published by the 
American Accounting Association’s Committee on Account- 
ing Careers. This career pamphlet, developed by the AAA 
in cooperation with the American Institute of Certified 
Public Accountants and the Institute of Internal Auditors, 
is currently available to educational and vocational coun- 
selors throughout the country. 

The AAA pamphlet will hold interest for corporate con- 
trollers and financial officers who have already participated 
in the distribution of more than 20,000 copies of “Moving 
Up in Business—A Look at Managerial Accounting”’ issued 
by Controllers Institute of America. 

Further information about the AAA pamphlet and the 
CIA brochure is available from the respective organizations. 
Everyone active in the accounting field should consider posi- 
tive steps to help in this program of recruiting today the 
accounting personnel of tomorrow. 


Where the Money Goes 


Although the Federal Government received less than 
one-half of its tax revenue from levies on business or col- 
lected from business, our 48 states, in fiscal 1956, obtained 
more than two-thirds of their tax revenue from this source. 
Uncle Sam, however, garnered 51% of his revenue from 
taxes on individuals whereas the states got only 12% from 
such taxes. 

The table below developed by Tax Foundation, Inc., 
New York, presents an approximate classification of taxes 
on business and on individuals at the three levels: 





Federal State Local 
(in million $) 
Total Tax Revenue $72,339 $14,690 $12,995 
Taxes on or from Business 34,723 10,006 892 
Taxes on Individuals 37,088 1,684 173 
Other Taxes Not Segregable 528 3,000 11,930 


The “Odds” Are Against Us 


Traditionally, the even-numbered years witness light 
activity as far as legislation enacted by state legislatures. 
For 1958, that would appear to be both blessing and 
necessity, since a record-breaking passage of 29,536 new 
laws was established by state legislatures in 1957. This 
represents, according to Commerce Clearing House, a 21 
per cent increase over new laws passed in 1955. 

Is the thought of 29,536 new laws somewhat depressing? 
Take comfort, then, ye taxpayers and filers of reports! 
Matters could have been worse—a total of 87,435 bills 
were introduced; only one in three became law. 


—PAUL HAASE 
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Don’t send two boys 
to do a man’s job 


Remember this when you choose 
an Electronic Data Processing System 


Half measures are costly to keen-visioned managements who 
reckon time in years as well as quarters. If you are a cost- 
conscious executive in a growing company, read the next para- 
graph very carefully. 

Honeywell’s DATAmatic 1000 is a general-purpose data proc- 
essing system designed specifically for business — today and to- 
morrow. It costs only twice as much to buy or lease as a medium- 
scale system. It is five to ten times more effective. It has a power- 
ful reserve of speed and capacity to accommodate your 
company’s growth for years to come. 

Make no mistake. Electronic data processing is here to stay. 
And it can be justified economically with the record-breaking 
speeds, capacity and flexibility of a DATAmatic 1000. 

Whatever industry you represent, you will find DATAmatic 
1000 of almost limitless potential in its practical business applica- 
tions. That is why consideration of any business data processing 
program is incomplete without the facts on DATAmatic 1000. 

Write for details to Walter W. Finke, President, DATAmatic 
Division, Dept. C4, Newton Highlands 61, Massachusetts. 


Honeywell 


[H| DAT Amatic 
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Financial Reporting Implications 


of Accounting and 
Electronic Data Processing 


W. Stewart Hotchkiss 


PRESENT CONTRIBUTIONS 
OF EDP EQUIPMENT 


LECTRONIC DATA-PROCESSING EQUIP- 
MENT was first thought of as primarily 

high-speed calculators providing for very 
rapid processing of large masses of data 
usually found in the routine day-to-day 
operations of large business enterprises. 
On the surface, electronic data processors 
appeared to be expensive ; expensive to 
install and to operate. For this reason it 
appeared to early users that they could 
only be considered for those operations 
having a high clerical content which could 
be displaced and requiring a large vol- 
ume of data to be manipulated. Since the 
initial investment was large there had to 
be substantial savings in operating costs 
to justify the expenditure. 

Business people were not well indoc- 
trinated generally in the use and operation 
of electronic equipment. Most of the early 
inquities into the application of com- 
puters to business problems were made by 
people with an accounting background 
and with little or no technical knowledge 
of computers. As we all know, accountants 
as a rule are conservative and ultracau- 
tious. The manufacturers of this equip- 
ment made claims which to the account- 
ant appeared unrealistic. Without a com- 
plete understanding of the problem it was 
difficult to get a meeting of the minds. 
Technicians were talking about bits and 
characters instead of numbers; they were 
referring to processing time in millisec- 
onds. There was no common language be- 
tween the customer and the manufacturer. 
It became quite clear that it would be 


* Excerpted from an article appearing in the 
conference handbook of the American Manage- 
ment Association, Inc. entitled ‘Electronics’ 
published after the AMA orientation seminar 
held in Los Angeles, California, November 
1957, and used at their New York conference, 
March 1958. 


necessary for the accountant to learn a 
new language and a new technique. All 
his records and files had to be converted 
to machine language and then the ma- 
chine had to be instructed to perform the 
various required operations. These com- 
plications and the risks involved in a com- 
plete change led to the more conservative 
approach of planning one operation at a 
time for the data processor and convert- 
ing that to an electronic system before go- 
ing on to the next operation. 

So data processors in business were: first 
applied to such business operations as: 


. Payrolls and labor distribution 

. Sales order processing 

. Customer billing 

. Control of inventories 

Scheduling of manufacturing op- 

erations 

6. Sales forecasting 

7. Reservation control for airlines and 
railroads 

8. Premium and dividend accounting 
for insurance companies 

9. Deposit accounting for banks 

10. Installment and mortgage loan ac- 

counting. 
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THE CONTROLLER.............. 


How to use EDP in 
any size operation or 
financial reporting 


The bank applications are not yet in op- 
eration, though several banks have definite 
plans and are waiting for equipment. 

Each of these operations has a high 
content of clerical effort. They usually are 
well defined and the routine sequence of 
steps is pretty straightforward. Performed 
with manual or mechanical methods they 
are slow and subject to excessive error. 
They can be performed 1,000 times more 
rapidly and more accurately with the aid 
of electronic data processors. 

These have been the first applications 
for three reasons: 

First—and perhaps the most important 

operating personnel does not under- 
stand either the computer pene i or 
its own data-processing needs sufficiently 
well to take on the more complicated task 
of integrating the entire data-processing 
operation into a single function; hence, 
the piecemeal approach. In some cases, 
these conversions were first performed on 
data-processing operations that were al- 
ready quite highly mechanized and there- 
fore more clearly and completely under- 
stood. 

Second, it is comparatively easy to meas- 
ure the cost~ displaceable by electronic 
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equipment. Economic justification can be 
clearly determined. 

Third, understanding of the processes 
involved in electronic data processing as 
related to business operations is not sufh- 
ciently clear to apply these processes effec- 
tively to complete reporting systems. Lack 
of adequate communication between top 
management and subordinate levels has, 
on the one hand, prevented management 
from knowing what can reasonably be ex- 
pected and, on the other, management has 
failed to communicate its needs at the 
lower levels. 

Some of these early applications have 
encountered difficulties which have re- 
sulted in the anticipated savings not being 
realized. Due to errors in programming 
or errors in estimating processing time, 
more machine capacity has been utilized 
than was planned. Adjustments and cor- 
rections for these applications will have to 
be completed before machine time and 
manpower will be available for further 
applications. 


EDP vs IDP 

Before electronic equipment can more 
effectively serve management needs sev- 
eral major steps are essential: 

First, the principles of integrated data 
processing must be broadly applied on a 
company-wide basis. These principles have 
been described in publications of the 

- American Management Association and 
are repeated here to refresh your memory: 


a. Original data should be recorded in 
mechanical form at the point of ori- 
gin. 

b. All subsequent processing data 
should be performed mechanically 
or electronically with no manual re- 
cording. 





c. Original data in mechanical form 
should be used in all subsequent ap- 
plications. 


As nearly as can be determined from pub- 
lished information, the applications in- 
stalled thus far are steps in the process but 
do not constitute real integration. With 
complete integration, all source documents 
will be in—or will be converted to—me- 
chanical form; all records will be main- 
tained in mechanical form, all outputs of 
the system which are to be reused in com- 
bination with other files will be generated 
and retained in mechanical form. 

A second requirement is that top man- 
agement give active support to the central- 
ized data-processing function. Integrated 
data processing on a company-wide basis, 
of necessity, must cross established organ- 
ization lines. If integrated data processing 
is to operate efficiently, there is a need to 
adjust some of the accepted concepts of 
organization and some of the traditional 
methods of communication. With inte- 
gration, data processing now becomes a 
full-fledged operation which should be di- 
rected from the top as is sales, manufac- 
turing, or accounting. Therefore it should 
report to an officer with a corporate per- 
spective; one with sufficient authority to 
carry out the concepts of integrated data 
processing in its broadest sense. 

The limitations in many of the applica- 
tions referred to are that the computer 
programs have been developed around iso- 
lated identifiable operations. Performing 
these operations electronically is helpful 
to the operating personnel concerned. In- 
formation required at this level can be 
made available more rapidly. The data 
processor has taken over many of the cleri- 
cal jobs performed at lower levels and is 
doing these jobs at less cost and more 
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rapidly than was possible under the previ- 
ously existing system. But since the in. 
formation developed at this level must 
still pass through several manual opera. 
tions before reaching top management, the 
benefits of electronic data processing are 
largely localized. Now, in order to accel- 
erate the flow to the top level which is the 
end of the pipeline, it is necessary to open 
all the valves in between and not just the 
few directly related to the operation con- 
verted. 

Third, to provide the necessary environ- 
ment and to insure that the potential ben. 
efits are realized, management for the first 
time needs a stated policy on integrated 
data processing. Such a policy adequately 
monitored can prevent duplication of ma- 
chine records, manually maintained in 
many areas, particularly those headed by 
supervisors opposed to the integrated con- 
cepts. The need for personalized special 
reports, which are a fairly common weak- 
ness in many reporting systems, can be 
eliminated. The resulting duplication of 
information, together with the confusion 
and misinterpretation which reporting 
data in several forms generates, can be 
eliminated. These duplications are costly 
and unnecessary. They tend to undermine 
the whole reporting system. Better inte- 
gration of the data-processing system pro- 
vides uniformity in reporting so that the 
various arms of management considering 
specific problems are working from identi- 
cal information reported in a single form. 


EDP EQUIPMENT IN SMALL COMPANIES 

When integrated concepts are applied 
in the manner I have described, it turns 
out that the applications economically 
feasible cover a much larger segment of 
the business community than was origi- 
nally thought feasible. Potential users 
number in the thousands rather than the 
hundreds. Companies with zo large vol- 
ume operations can make use of electronic 
equipment. 

In this connection, let me describe a sit- 
uation that had a rather interesting devel- 
opment. The company I refer to has about 
1200 employes with annual sales of just 
under $100 million. At first glance it ap- 
peared unlikely that a good electronic 
data-processing application could be eco- 
nomically justified. There were no large 
volume operations in the ordinary sense: 
The maximum number of sales orders to- 
taled no more than 80 per day; the payroll 
prepared on mechanical equipment pre- 
sented no problem; inventory items num- 
bered something less than 2000 with no 
unusual activity; purchase orders averaged 
about 50 per day; and the company had 
between 300 and 400 customers. I think 
you will agree there is nothing in these 
quantitative readings that suggests an ap- 
plication of electronic equipment. 

The layout of an electronic data-proc- 
essing system started with the sales order. 
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By building onto the data processing re- 
quired for this document—the data proc- 
essing which the sales order generates, 
either directly or indirectly—it was possi- 
ble to develop an economically sound and 
operationally effective integrated elec- 
tronic system. This system, in its present 
state of development, has some 22 inputs 
from outside sources, and some 40-50 files 
in machine language from which 70 sep- 
arate outputs can be generated. The out- 
uts are variously used by the following 
departments : 


1. Sales 6. Shipping 
2. Advertising 7. Purchasing 
3, Credit 8. Receiving 


4. Accounting 9. Quality Control 


5. Production 


Daily, weekly and monthly reports for 
these operations are prepared as required. 
Month-end figures will all be available 
two to three days after the close of the 
period. 

The system makes use of a medium- 
scale data processor on which the annual 
rental is $38,000. It displaces clerical and 
record keeping operations performed by 
40 people at an annual net saving in op- 
erating cost of $87,000. The daily operat- 
ing time of the data processor is approx- 
imately five hours. The arrangement of 
the files and instruction programs has 
been so designed as to use approximately 
40% of the available storage capacity, 
thus providing ample leeway for expan- 
sion. It is interesting to note that the re- 
duction in the clerical force of 40 people 
is obtained from 15 different departments 
and 6 regional offices. With the exception 
of the payroll department, where seven 
people are eliminated, these reductions 
consist mostly of one or two people from 
each area. 


IDP FOR EASE IN REPORTING 

When integration is completed, the 
general ledger, the operating and capital 
expense budgets, and the sales forecasts 
will all be incorporated into the electronic 
system. It will then be possible to prepare 
electronically and automatically, without 
human intervention beyond the original 
inputs, the financial and operating reports 
necessary for not only top management 
but for every cost center on which con- 
trols are maintained. The top-management 
reports will not be submitted in the same 
detail as the departmental reports. They 
will be summaries of the detail furnished 
to lower echelons and will include com- 
parisons with budget. Management will 
be able to determine with a minimum of 
difficulty the performance of the opera- 
tion in relation to the planned perform- 
ance, and the specific areas of responsibil- 
ity in which operations are not meeting 
the plan. By using the building block type 
of reports which are a natural for the data 
Processor, the summaries reported to top 


BUSINESS EDP INSTALLATIONS SURVEYED BY D&B 


The results of a survey published by Dun & Bradstreet 
in the October 1957 issue of Dun’s Review and Modern 
Industry indicate that (at that time) 5,192 large-, medium-, 
and small-scaled computers are installed and working on 
business data processing. Of this number, 188 are classed as 
large-scaled and 748 as medium-scaled. In addition to those 
now in operation, 3,433 units are on order, of which 262 
are large-scaled and 1,454 are medium-scaled. The require- 
ments of financial reporting are such that we can say with 
reasonable accuracy that most of the small-scaled computers 
would, in one respect or another, lack sufficient capacity for 
handling the reporting operations that would be required. 

According to reports published by the Bureau of Internal 
Revenue, there are approximately 11,000 corporations with 
assets of $5 million or more. Although asset value is not a 
completely reliable indicator, it is probably safe to assume 
that most corporations with assets of under $5 million 
would not be candidates for an electronic data-processing 
installation. 

Just how many companies are operating the computers 
installed is not known, but it is known that some of the 
larger corporations, such as General Electric, Westinghouse, 
du Pont, General Motors, and others, have several pieces 
of data-processing equipment. 

Dun & Bradstreet also surveyed 376 corporations and 
found that out of that number, only 82 had computing 
equipment for business operations installed. Another 78 
companies had equipment on order. The result of this 
survey would indicate that a very modest penetration of the 
potential market for electronic data-processing equipment in 
business applications has been achieved. 


management will be backed up by sup- 
porting details at each of the lower levels 
of management. This system has been de- 
signed to produce all the necessary man- 
agement reports within three or four 
working days after the close of the period 
instead of the three to four weeks required 
in the present system. Volyme can be in- 
creased at almost no cost since the time re- 
quired of the data processor for order 
processing at existing volume levels is less 
than 30 minutes per day. The further in- 
tegration of the records into the electronic 
system should produce additional savings 
of about $50,000 per year. 

This example illustrates what manage- 
ment should expect from a well-designed 
integrated data-processing system. All op- 
erating and financial reports necessary to 
control can be prepared electronically. Be- 
cause the records ate updated daily and 
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are continuously in balance, it is not nec- 
essary to interrupt the automatic process- 
ing with manual operations for the prepa- 
ration of reports. The reports can be a 
step in the automatic processing and there- 
fore can be made available much more 
promptly; generally within two or three 
days after the close of the period. These 
are immediate contributions which man- 
agement should be obtaining from exist- 
ing installations. 

The extent to which electronic data- 
processing equipment has been used to 
prepare financial reports for top manage- 
ment may very well be more extensive 
than the publicity that has come to my at- 
tention would indicate. Nevertheless, it 
appears that this use is still generally lim- 
ited to specific reports. I find no examples 
of complete electronic reporting systems. 

(Continued on page 158) 





APRIL 1958 





157 











EXTENDING THE SCOPE OF EDP 
FOR REPORTING 

One inference that can be drawn from 
the lack of published data in this area is 
that the installations of electronic data- 
processing operations, generally speaking, 
have not reached the point of being able 
to produce integrated reports as a normal, 
regular output of electronic data process- 
ing. The specific applications to payrolls, 
inventories, sales, production, etc., have 
not been tied together in such a way that 
monthly and year-to-date figures for sales, 
cost of sales, manufacturing costs, inven- 
tory positions, overhead and administra- 
tion costs, and profits can be produced 
automatically as a by-product of the data 
processing carried on in a routine daily 
activity. 

With proper programming, it is now 
possible to produce such reports directly 
from the accumulated transactions, with- 
out the delays for posting, balancing, and 
gathering, inherent in a manual or tabu- 
lating system, provided all the records to 
which sales, payrolls, inventories, etc., are 
related, are also maintained electronically. 
The time required would be only that 
necessary to print the data in the required 
report format. This capability means that 
financial reports to top management can 
be distributed almost immediately follow- 
ing the close of the period instead of from 
ten days to three weeks later. 

Not only can distribution be made more 
promptly, but the reports can be designed 
to incorporate as much or as little detail 
as may be essential. All the detail is avail- 
able without the need for special studies 
frequently necessary in manual and tabu- 
lating systems. This improvement in the 
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availability and quality of information nat- 
urally enables management to take correc- 
tive action much faster and with better in- 
formation to support decisions than has 
heretofore been possible. 

This is a first important contribution 
that electronic equipment can make to top 
management reporting. The speed-up in 
the flow of information already developed 
for the lower levels of supervision can 
and should be carried right to the top. 


USING IDP IN THE AREAS OF 
FORECASTING AND BUDGETING 


A second and equally important contri- 
bution can be made in the areas of fore- 
casting and budgeting. A limited amount 
of work has already been done on fore- 
casting; very little has been done with 
budgeting. 

In our own company, we have been us- 
ing a computer to prepare our forecasts 
with what we think is unusual effective- 
ness. This is an interesting operation 
which I believe can be applied generally 
to forecasting. 

We have five highly autonomous divi- 
sions, engaged in research and develop- 
ment work of a diversified nature. By far 
a majority of this work is on military proj- 
ects. The nature of the work and the con- 
tinuous flow of changes in requirements 
makes it extremely difficult to maintain a 
state of equilibrium. Good visibility as to 
our backlog position and effective control 
over the operations are essential to our re- 
maining healthy. 

There are several elements of control 
which we believe are essential: 


1. As to work load we want to include 
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in our forecast: 

a. Contracts that are firm; 

b. Contracts that are near firm ex. 
cept for technicalities; and 

c. Projects that are likely to become 
contracts. 

2. We need to know manpower te. 
quirements, both for the completion 
of existing contracts and for con- 
tracts in the offing. This manpower 
projection must be laid out on a 
time scale. 

3. We need estimates of direct costs by 
projects and by departments. 

4. We need estimates of departmental 
and divisional overhead costs that 
will be incurred during the life of 
these contracts; and lastly, 

5. We need to know what the general 
and administrative rate based on our 
projected load will be. 


We have had the practice of budgeting 
for each department on the basis of its 
technical manpower. These people are 
segregated into several labor grades. Each 
department manager prepares a headcount 
report which shows present and projected 
distribution of his personnel by projects 
and by months. If he is planning to add 
personnel, the number, labor grade, and 
the approximate time of acquisition is 
shown. In addition, he prepares a sum- 
mary of his projects divided into the three 
classifications mentioned—(1) firm; (2) 
near firm; and (3) possible—and shows 
the estimated manpower required for 
each. For those projects involving the de- 
velopment of hardware, i.e., prototype 
models, materials are also estimated with 
projections of expenditures for each 
month during the life of the contract. 

These estimates are then converted to 
dollars by applying appropriate average 
rates. Thus, the probable direct-labor costs 
that will be incurred in the budgeted pe- 
riod are determined. Each division then 
calculates departmental and division over- 
head costs, from which an overhead rate 
for each department is established. These 
overhead figures are important not only 
for cost distributions, but they are indis- 
pensable in bidding on future contracts. 
Each bid must include a detail of the di- 
rect costs and the overhead and G & A 
rates used to arrive at the amount of the 
bid. 

When all the necessary calculations 
have been completed at the division level 
they are forwarded to the corporate head- 
quarters where similar projections from 
each of the divisions are consolidated. In 
the meantime, the corporate office has 
projected the general and administrative 
expenses for the budget period. These are 
now applied to the division forecasts to 
arrive at a G & A rate for each division. 
If the pieces do not mesh properly to pro- 
duce a satisfactory return, the forecast 1s 
returned to the divisions for amendment. 


(Continued on page 182) 
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What happens when...‘"V2 and Ya people’ are born? 


Scene: An American Business office. 

Systems and procedures people today recognize a grow- 
ing phenomenon in the American business office. It is 
a problem of their own creation prompted by the desire 
for more efficient operation. It is the problem of 
"VY, and Y% people”. 

Action: A new costly computer is installed (Releas- 
ing many “14 and 4 people” from their usual work. ) 
Reaction: Old-Fashioned Management thinks in terms 
of firing these released “Y2 and 14 people” — to 


"Traveletter’’ Reg. U.S. Pat Off. 


Descriptive Brochure on Request. 


TRAVELETTER CORPORATION 


justify the cost of installation. But — Modern Manage- 

ment sees the fallacy of this reactionary reasoning. 

They recognize that avy more efficient machine cr 

system can, and does, result in a net saving. 

Suggestion: If you would like to create some “! and 

4 people” in your company, investigate Traveletter®. 
Here’s what The Traveletter System does: 

. Eliminates preparation and mailing of expense checks. 

. Streamlines expense report procedure. 

. Simplifies banking procedures. 

. Substantiates travelers’ reports for I.R.S. purposes. 


Ce aed 


Traveletter: 


The Modern System for handling 


Sales Expenses . .. Since 1894 


e GREENWICH 2, CONNECTICUT 
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and we had just 


ACCOUNTING ENTERS THE JET AGE: 


How can you find the best way of bringing the benefits of 
electronic data processing to your company? What does 
“electronics” require in the way of planning and personnel? 
What can a company expect in actual savings and benefits? 
You'll find the answers in the remarkable achievement of 
Pan American World Airways, the transportation industry’s 
pioneer in electronic data processing. In this recorded dis- 
cussion, John S. Woodbridge, Comptroller, and James 
McGuire, Assistant Comptroller—the men who spearheaded 
Pan Am’s project—reveal the problems and practical solu- 
tions to a successful data processing program. 


Let’s start at the beginning. Why did you turn to 
* high-speed electronics? 


Frankly, with our explosive increase in business, we 

® had come so far and grown so fast that the saturation 

point for our existing accounting and record-keeping sys- 

tems had been reached. At that point—it was early in 1954— 
we began exploring electronics seriously. 


Q 
A. 


" Were there many problems at that stage? 


Some, but we did know pretty well where we wanted 
to use electronics. And we actually had a good part 


of the analysis done before we started. We've had continu- 
ing cyclical reviews of our methods for many years now. 
When you ve got those studies behind you, half your evalua- 
tion work for electronics is done. 
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Our IBM 705 was paying for itself in a few weeks. 


scratched the surface... 


—John S. Woodbridge, Comptroller, Pan American World Airways, Ine, 


99 


in an exclusive interview 


* to your requirements? 


A We compared five different systems. Expandability 

" was typical of the features we looked for. We felt the 
system we chose should be able to encompass further com 
pany growth with the simple addition of extra units. The 
IBM 705 was just such a system. 


A Yes, of course. Aside from satisfying ourselves thal 

* the equipment would meet our needs, we looked into 
such things as the educational and service programs of the 
manufacturer. How well could he train our people? How 
well-trained were his own people? We looked into the extent 
and nature of his systems experience and know-how. IBM 
scored highly in all these areas. 


Were there other factors—beyond features of the 
system itself—that affected your choice? 


After you chose the IBM 705, what was the nett 
= step? 


A Programming. You may be surprised to learn we did 
* this job ourselves—with IBM’s help, of course. We felt 
on safer ground training some of our own people than in 
hiring outside programmers who would first have to be 
taught our business. Experience has borne out the wisdom of 
this approach. But here’s a key point: we took only our top 
people—our department heads—for the job. There wer 





How did you go about finding a system best suitel 
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about ten altogether. They went to IBM program school for 


four weeks, and then went to work. In effect, we locked 
them up and said, “Don’t come out until the job is done.” 


Q. How did they work out? 


A. 


Very well. Our programs—in fact the entire operation 
—went off without any major hitches. That was in 
May, 1956. Since then, there has been continued growth in 
the company and in accounting volume, yet we haven’t had 
to enlarge the department. 


Are there further savings and benefits you can point 
® to? 


A. 


Plenty. We’re now handling—on just one-and-a-half 
shifts—a number of major applications, ranging from 











Woodbridge: “It’s much more than just an accounting machine. 
Its a management machine.” 


“When you're comparing electronic systems, you've got to look at the manu- 
facturer’s know-how and service facilities, too.” 


payroll through inventory analysis to “paper jet flying.” Ina 
typical area—monthly passenger accounting and control—we 
cut a 4,000-hour job down to 140 hours. And right off the 
bat, we picked up $350,000 a year in interest by our ability 
to process bills for the airline clearing houses in two days 
instead of in two weeks. 


You mentioned applications other than accounting. 
« What about these? 


They’re interesting by-products of our electronic ac- 
» counting equipment, and they don’t take up much 
yet they have tremendous potential for us. 
Take this “paper jet” 
feed into the 705 such data as distances between cities, run- 
way lengths, and weather factors. Against this we project 
the characteristics of new jet aircraft, and the 705 produces 
—among other vital data—the cost per ton-mile for each type 
of plane under different cruising conditions. We can know 
in advance which of these aircraft will pay off best for us. 
The 705 does in one-half hour what would have taken 
months and months of manual calculation. 


machine time... 
application we spoke of. Our engineers 


You installed this IBM 705 for accounting. How did 
® you get into these other areas? 


That’s just the point. This 705 is much more than an 

* accounting machine. It’s a management machine. All 

you have to do is expose your people to the potential of 

electronic data processing—and before you know it, you have 

more good ideas for using it to improve internal operations 
than you ever thought possible. 
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Are Controllers Planning 
for Their Own Retirement ? 


James V. Class 


HE SOCIAL AND PSYCHOLOGICAL PROB- 

LEMS of growing old are not new to 
human society. Those approaching such 
status, and those around them, nearly al- 
ways have faced disturbing conditions in 
adjusting from active life to one less 
strenuous, in anticipation of declining 
powers. 

Difficult as conditions may have been 
in the past, their total effects have not 
been as widespread as today. The number 
of older persons in the population has in- 
creased greatly during the past half-cen- 
tury, and the trend is expected to continue 
for some time. Medical and social sciences 
face severe challenges in dealing with the 
lives of this increased number of persons 
whom they have aided in becoming older. 

It is unnecessary to enumerate here the 
many reasons for this changing age com- 
position, nor to describe the many types 
of distress observed in the lives of the 
older group. They are only too familiar. If 
these particular social problems, along 
with many others occurring during the 
past several generations, could have pro- 
ceeded at a steady pace, our society might 
have been more able to cope with them. 





But that has not been the case. The im- 
pact of social change has been uneven and 
erratic in its effect upon every segment of 
our civilization. 

So acute is the problem of the older- 
age group, that many divisions of our 
society have been forced to take action. 
Governments, employers, employe groups, 
adult educational centers, the medical pro- 
fession, and private social agencies are 
but a few which have become increasingly 
involved in the complex conditions which 
have arisen. 

While it is a mass problem for society 
as a whole, it is always an individual one 
for the person who is retiring. In the in- 
dividual’s own experience, mass statistics 
have little meaning. Here one must con- 
sider the subjective attitude, ability, and 
experience of each particular person. This 
individual uniqueness opens up a fruitful 
field for efforts by the individual him- 
self, or by smaller, homogeneous groups, 
to work out some of their own problems. 

In recognition of the value of such 
a group study, the Los Angeles Control 
of Controllers Institute of America ap- 
pointed a committee some months ago to 





JAMES V. CLASS, a member of AICPA and CIA, has for 
the past several years practiced as a CPA in the Los Angeles 
area and does part-time teaching at the University of 
Southern California. Formerly he was controller of the 
Pacific Division of the Studebaker-Packard Corporation 
for nine years; controller of the University Hospitals of 
Cleveland for twelve years; and with Scovell, Wellington 
& Co., public accountants, for eight years. He served as 
chairman of the committee which conducted the Los An- 
geles Control’s study of planning for executive retirement. 
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Highlights of a survey of 
controllers’ plans 
for retirement 


conduct an inquiry among its members in 
regard to their individual retirement 
plans. There was full realization of the 
limitations of such an undertaking, but it 
was felt that it would stimulate the mem- 
bers’ own thinking on the subject, and 
might lay ground-work for larger groups 
to make more extended studies. 

The study was made by means of a 
questionnaire sent to each member, asking 
for check-off of pertinent data outlined 
thereon. The replies were tabulated statis- 
tically, and strict anonymity was main- 
tained throughout. Results were most grat- 
ifying, indicating the deep interest of the 
members in the subject. Replies with very 
complete data were received from 61% 
of the members. Upon the basis of range 
of positions, income, age, and other im- 
portant factors, the committee felt that 
the data could be considered as typical of 
the Control’s entire membership. Results 
of the tabulations, together with some 
committee comments and _ conclusions, 
were recently prepared in report form and 
circulated among the members. 


SOMETHING ABOUT 
THE CONTROLLER-RESPONDENTS 
Exhibit A sets forth some of the basic 
factors to be considered in studying such 
a group. The average age was 47 years, 
with over 50% in the 40-49 years age 
group. A surprising fact was that 49% 
had been with their present companies for 
less than 10 years, and 66% for less than 
15 years. This evidence of the long time 
required to reach the higher income level 
may explain in part the difficulties which 
many face in building up any substantial 
amounts of personal wealth in anticipa- 
tion of retirement. The apparent high 
incidence of shifting of members between 
companies late in their careers may reduce 
the member’s company pension income, 
where based upon length of service. 
There was no important correlation be- 
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tween age and present annual income. 
Members with larger companies tended to 
receive more than those with smaller ones. 
The salaries of those with manufacturing 
and trading firms were, in general, higher 
than those in other types of business. 


COMPANY PLANNING 
FOR THEIR CONTROLLERS’ RETIREMENT 

Company planning for their executives’ 
retirement shows progress when compared 
with conditions of a generation ago, but 
there are grounds for disappointment that 
more has not been done, now that oppor- 
tunities are more readily available. Exhibit 
B shows that 81% of the group had some 

articipation in a pension or profit-sharing 
plan, but 19% did not. Of the profit- 
sharing plans reported, about one half 
made the distribution annually, thus put- 
ting the executive in a higher tax level, 
without provision for retirement income 
except as the recipient might save part of 
It. 

Among members sharing in pension 
plans, 44% make contributions ranging 
from 20% to 50% of the annual deposit. 
Retirement income anticipated from pen- 
sion plans seldom exceeded 40% of the 
respondents’ incomes for the year preced- 
ing normal retirement. 

Among other company retirement bene- 
fits, 79% of the pension plans will pro- 
vide varying amounts for the widow of a 
deceased annuitant, but 21% will not. 
Life insurance premiums (the amounts of 
coverage were not reported) will be paid 
by the companies during retirement pe- 
riod for 17% of the respondents, and 
medical and hospital premiums similarly 
paid for 15%. 


WHAT ARE THI: CONTROLLERS 
PLANNING FOR THEMSELVES? 


As was expected beforehand, the statis- 
tics compiled from replies by the re- 
spondents about their own planning did 
not lend themselves to so clear-cut inter- 
pretation, as did the others. Here were 
not plain statements of facts about ages, 
salaries or others. Instead, the replies un- 
doubtedly ranged all the way from care- 
fully worked-out programs on through 
vague or incomplete bits of wishful 
thinking. This situation may be common 
to many groups. It was in recognition of 
it, that the study was undertaken. Never- 
theless, the summaries of the particular 
answers were most valuable for the study. 
A number of points stood out clearly. 

Particularly surprising was the large 
number who did not expect to go into a 
gainful occupation after retirement. Some 
planned for self-employment, but only 
two expected to engage in gainful work 
as an employe. About 41% are expecting 
to do other than engage in gainful work. 
Bear in mind that these hopes and ex- 
pectations were expressed by men whose 
personalities, abilities and experiences will 

(Continued on page 164) 
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EXHIBIT A 


DATA REGARDING THE CONTROLLER-RESPONDENTS 
(Summarized from replies to a questionnaire circulated among the 
members of Los Angeles Control of Controllers Institute of America) 


Group 
. Age: 
Under 40 years 7% 
40-49 years 51 
50-59 years 33 
60 years or over 9 
. Length of association with present organization: 
Less than 5 years 29% 
5-9 years 20 
10-14 years 17 
15 years or over 34 
Years the members will have served their respective companies when 
they reach the companies’ normai retirement age: 
7-14 years 7% 
15-22 years 16 
23-30 years 37 
31-38 years 24 
39 years or more 16 
Present annual compensation, including salary, commissions, cash bo- 
nuses, profit-sharing if distributed annually, and self-employment in- 
come, but excluding company contributions to deferred pension or 
profit-sharing plans: 
$ 8,000-$16,999 33% 
17,000- 25,999 44 
26,000- 34,999 11 
35,000 and over 12 


Middle-half range $16,000 to $25,000 


Modal income 20,000 
Median income 20,000 
Average income 22,100 


EXHIBIT B 


Percentages 


Cumulative 


7% 
58 
91 

100 


29% 

49 

66 
100 


7% 
23 
60 
84 

100 


33% 

77 

88 
100 





RETIREMENT BENEFITS EXPECTED FROM COMPANY PLANS 


|. Summary of participation of the respondents in company pension or 


profit-sharing plans: 


No coverage in either pension or profit-sharing plans 
Participation in profit-sharing plans only 

Participation in pension plans only 

Participation in both pension and profit-sharing plans 


Note: (1) About one half of the profit-sharing plans distribute pro- 
ceeds annually. 
(2) The employes contribute to 44% of the pension plans, in 
ratios ranging from 20% to 50%. 


. The pension plans will pay, exclusive of social security, based upon 
the following percentages of final salaries (just before retirement): 


Group 
Less than 20% 14% 
21%-40% 55 
41%-60% 29 
More than 60% 2 


If the employe dies within a specified period after retirement, the pen- 
sion plan will pay his widow: 


A specified amount for life or a period of years 
Nothing 


. Respondents who are provided life insurance coverage after retirement 
by company payment of premiums 


. Respondents who are provided medical and hospital insurance cover- 
age after retirement by company payment of premiums 
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19% 


39 
24 





109% 


Percentages 


Cumulative 





14% 
69 
98 
100 
79% 
21 
100% 
17% 
15% 
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EXHIBIT C 
WHAT THE CONTROLLER-RESPONDENTS ARE PLANNING OR ANTICIPATING 


UPON RETIREMENT EXCLUSIVE OF COMPANY PLANS 


1. Anticipated retirement activity: 


Those expecting to engage in gainful occupations: 
































As an employe 1.5% 
Self-employment 48.0 
Not indicated 72 
——— 57% 
Those planning for other than gainful occupations 41 
No answer 2 
100% 
Il. Remain in, or move from present home: 
Move— 
to another location within 50 miles of present home 22% 
beyond 50 miles, but within California 19 
elsewhere 2 
—_— 43% 
Remain in present home 52 
Not indicated 5 
100% 
All. Amount of life insurance carried, exclusive of group and term insurance: 
Percentages 
Group Cumulative 
Under $25,001 50% 50% 
$25,001-$50,000 36 86 
$50,001-$100,000 10 96 
Over $100,000 4 100 
1V. Estimated or anticipated income from non-company sources: 
Estimated ; ; 
annual income Social Annuities From other From inheritance 
upon retirement Security purchased personal wealth or similar 
None indicated 7% 53% 11% 43% 
$2,000 (estimated) 93 — oo a 
Under $1,000 _ 22 27 34 
$1,000-$3,000 — 15 31 13 
Over $3,000 —_ 10 31 10 
100% 100% 100% 100% 





have led them through long, successful 
careers as employes in large organizations. 
What will be the problems of many in 
making shifts to new kinds of work at a 
late stage in life? Observation of success- 
ful small businessmen, management con- 
sultants, teachers, civic and social service 
leaders, discloses that their success was 
usually the result of years of development. 

Hobbies have been widely acclaimed for 
possible post-retirement activities. Over 
one half of the group reported high in- 
terest in such activity for their retirement 
periods. Without doubt, hobbies have 
high value to the employed executive 
seeking diversion, but will it be the same 
after retirement? Possibly, but there are 
two important conditions to bear in mind. 
First, if the hobby is a very expensive one, 
the lowered income expectation of the 
person may curtail the hobby activity. 
Second, unless the hobby is to be ex- 
anded into a gainful activity, it could 
seine very boring to a person with no 
other sense of purpose in life. 


Changing one’s residence after retire- 
ment may set in action a whole chain of 
difficulties. Adjustment socially may not 
be easy for a person who lacks the starting 
point so often provided in his work area. 
There will be the breaking of family and 
friendly ties, financial maneuvering in 
disposing of the old home and acquiring 
a new one, and many others. Many hope 
to move to more moderate climates. This 
probably was the reason why so few of 
this particular group plan to leave the 
California area, but many in the North 
or East will have to move greater dis- 
tances from their present homes. 

To what extent company group life in- 
surance plans affect the amount of insur- 
ance carried by employes individually is 
difficult to say. The replies were somewhat 
surprising in regard to the low amounts 
carried. Fully 86% carried $50,000 or 
less, which may not provide dependents 
with too much purchasing power, consid- 
ering the present low value of the dollar. 

One of the most interesting tabulations 
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had to do with estimates of income after 
retirement to be derived from the fe. 
spondents’ own accumulated wealth or 
inheritances. Over one half (53%) te. 
ported no purchases of income-producing 
investments such as annuities, while ap. 
other 37% did not anticipate more than 
$3,000 per year from such sources. The 
income to be received from other forms 
or sources of personal wealth did not 
show much greater expectation. 


WHAT CAN THE INDIVIDUAL 
DO ABOUT IT? 

A person studying the foregoing data 
could become pessimistic about the pos- 
sibility of many people such as these con- 
trollers working out satisfying retirement 
plans. Barriers and limitations are ever 
present and failures are all too frequent. 
And yet, in looking about, one will see 
many who have been quite successful. 

Why do some come ahead while others 
fail? 

There are, of course, many reasons, 
Careful observation will reveal that fac. 
tors of success here are much the same as 
for any other successful human undertak- 
ing. The rules do not change for those 
over age 65. The odds favor those who 
have the right combination of intellectual 
and physical ability, experience or special- 
ized education, and, above all, dynamic 
personalities. When a person determines 
upon a desirable objective, plans ahead, 
and adequately organizes for its attain- 
ment, he is usually in a superior position 
to seize upon any favorable opportunity 
presenting itself. 

It is strange how many will prepare for 
years for their first adult career and yet be 
so indifferent about preparations for their 
retirement period. The type and amount 
of advance preparation will vary greatly. 
For some, changes or adjustments may be 
quite at variance with past training or 
experiences ; for others, the changes will be 
slight. The essential factor, however, is 
early recognition of the necessity for ta- 
tional planning and then continuously 
taking essential steps towards attaining 
the desired goal. 

In planning for a retirement career, as 
in planning for any other human under- 
taking, good counseling is most important. 
Many are reluctant to seek consultation 
in such matters as if it is a sign of weak- 
ness. These same men would not hesitate 
to use the services of good professional 
advisors in their companies’ work. Some 
companies are providing varying amounts 
of retirement counseling for their em- 
ployes. About 25% reported such service 
available in their particular firms. 

But the ordinary intelligent person, re- 
gardless of occupation, need not feel that 
specialized, professional consultation is 
the key to his problem. There is an in- 
creasing amount of valuable literature 
available upon the subject. And, after all, 

(Continued on page 185) 
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Only on a Marchant* do you get straight-line 


keyboard-dial proof of accuracy! 







With a Marchant calculator, you don’t have to search 
through the keyboard to make sure all the figures in an 
entry are right. You know when they’re right because you 
can see them at a glance ...easily, instantly ...in Marchant’s 
keyboard dial. Marchant gives you this bonus guarantee of 
accuracy... which adds to the real speed of your figurework. 

And when you consider such other outstanding features 
of the Marchant as automatic simultaneous “‘push-button”’ 
multiplication, automatic complete-clearance division, and 
the smoothest, fastest operating mechanism of all rotary 
calculators, it’s easy to see how you can get more work 
done, at lower cost, with modern, automatic Marchants. 

To see how fast and easily the Marchant works, call your 
nearby Marchant Man, or send coupon for full information. 


wom MARCHANT CALCULATORS, INC. 


8-bank Figuremaster 
—-one of 14 Marchant models. OAKLAND 8, CALIFORNIA 


Here it is— 
the keyboard 
entry check dial 
found only on the 
Marchant, among 
all American-made 
calculators. 







MARCHANT CALCULATORS, INC. + OAKLAND 8, CALIFORNIA 


(0 Please send full information on the accuracy and speed of Marchant 
automatic calculators. 
0 Please send information on the new Marchant 10-key Adder. c-4 
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Convention Costs and Accounting 


Martin B. Iger 


HE CONTROL of convention costs, with 
Tithe accompanying problems of conven- 
tion accounting, is a challenge to the 
company controller who must work closely 
with sales and other members of the man- 
agement team to insure that expenditures 
are accurately predicted, strictly budgeted 
and carefully and quickly reported for 
payment and for auditing. 


HOW CAN COSTS 
BE PREDICTED ACCURATELY? 

It is possible to be accurate within five 
per cent of the final bill if the budget is 
drawn correctly. But this means sitting 
down with an expert and following his 
guidance. Of course, it should be borne in 
mind that even the expert can miss the 
mark, unless he has complete control of 
expenditures free from outside interfer- 
ence. 

Aside from transportation, company 
convention spending averages $30.00 per 
day per person for an average five-day 
convention or incentive travel or an aver- 
age total convention/trip cost of $150.00 
per individual. Of this $30.00, about 
$10.00 per day goes for housing, $10.00 
for subsistence, and $10.00 for entertain- 
ment and incidentals. 

Transportation to and from the con- 
vention city or resort area does not lend 


itself to a meaningful average, inasmuch 
as the distances vary too greatly. However, 
it is a predictable cost which is known in 
advance and does not present a control 
problem. It may equal or exceed all other 
convention spending, depending upon the 
distance traveled. 

It is the predictable costs such as hous- 
ing and subsistence which are most easily 
controlled. This is especially true at 
American-plan hotels where room and 
board are purchased as a unit. With the 
price of food known beforehand, the total 
subsistence cost can be predicted in ad- 
vance of the convention. 

Most of the ‘‘hidden’’ costs rise from 
the fact that pre-planning is done im- 
properly. Costs are often estimated on 
the basis of incomplete or inaccurate in- 
formation, and as a result most budgets 
are too low; nine out of ten conventions 
cost more than estimated. Poor planning 
can create other expenses. Mistakes in 
convention arrangements often necessitate 
last-minute changes; as a result, travel 
time and money are spent needlessly by 
company officials on unscheduled visits to 
the convention site to correct errors in 
planning. 

Displays made at the factory for on- 
the-spot assembly do not fit when they 
arrive and local alterations are required; 





MARTIN B. IGER is president of Martin B. Iger & Com- 
pany of New York and Miami, Florida. Since 1932, he has 
arranged and handled conventions and sales meetings for 
a score of nationally known clients many of whom are lead- 
ing household appliance manufacturers. His firm is also 
one of a half a dozen organizations specializing in travel 
incentive programs involving award trips in sales con- 
tests. Mr. Iger also provides a specialized market-analy- 
sis and merchandising service to help his clients improve 
the market position of products through incentive selling. 
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A professional analysis of 
convention costs and some 
suggestions on how they can 
be predicted and controlled 


or the factory makes unauthorized changes 
and local people have to change display 
materials back to the original dimensions. 
Often thousands of dollars are spent for 
such overtime labor, where the imminence 
of the convention opening leaves no choice 
but to pay what is needed to meet the 
deadline. 

To the fullest possible extent, these 
costs must be known in advance if the 
convention spending is to be kept within 
its budget: The number of guests who 
will attend; the length of the meeting ; 
hotel and other guests’ expenses ; and the 
cost of local labor and materials. The con- 
vention manager—or agency—must know 
all these prices if he is to set up a real- 
istic and workable budget and adhere to 
it successfully. 


PROFESSIONAL KNOW-HOW 

He must know what things are worth 
and pay no more. He should decide on 
what price he wants to pay, rather than 
adjust his spending to local prices. Basi- 
cally, he needs to know what to buy, what 
to pay and the best time to go—which in 
turn depends on the area to be visited. 
The services of a convention agency may 
be cheaper because it knows these points. 

For example: One company booked its 
convention on the American plan, which 
includes regular meals. Yet when the 
company scheduled a banquet for the 
closing night, the sales manager in charge 
of arrangements never thought of the 
fact that he was entitled to a credit for the 
regular dinner. 

In this same vein, at a resort hotel it is 
not uncommon practice for management 
to put several free cabafias or guest houses 
at the disposal of a company registering 
several hundred paying guests—yet few 
sales managers are aware of this “bonus” 
and take advantage of it. 

Another area in which there may be 
cash savings is in local transportation 
costs. Companies often use local bus serv- 
ice to carry guests between convention 
halls or hotels but one familiar with trans- 
portation can get buses for less than the 


pub 
thin 
othe 
tout 


savi 
muc 
und 
cask 
ten, 
tip- 
i 
and 
ven 
As 
exp 
serv 
pos: 
imp 
tip 
goo 
mot 
acct 
whi 
cen 


usu 
cost 
mo. 
Th 
age 
abl. 
was 
the 
rest 
cov 


par 
fig 


son 
sal 
esti 
cor 
liot 
age 


day 


for 
mil 
tisi 


SA 


in 

clo 
cor 
cot 


bas 


per 
an 
to 

en 
col 
of 

co! 
tes 
lov 
co 





¥.UM 


is of 
ome 
can 
led 


ages 
play 
ons. 

for 
nce 
Oice 

the 


1ese 
the 
hin 
vho 
ng; 
the 
on- 
Ow 
-al- 


its 


pe 


§ 








X%UM 


public rate on group orders and the same 
thing holds true when hiring buses and 
other transportation for group sight-seeing 
tours. 

Tipping is another important source of 
savings to the company. Knowing how 
much to tip—-and avoiding both extremes, 
under or over—can save a lot in both 
cash and services. In nine cases out of 
ten, most people either overtip or under- 
tip—and that goes for companies, too. 

The right amount varies with the time 
and place. To get good service at con- 
ventions, some tipping is done in advance. 
As most hotels are unionized, employes 
expect tipping as part of the price of the 
service, and if the cost is known, it is 
possible to tip ahead where service will 
improve accordingly. In these places the 
tip is usually on a percentage basis. One 
good tule to follow generally is to tip 
more on smaller bills, percentage wise, 
according to the nature of the service; 
while on larger bills, even a modest per- 
centage represents a generous gratuity. 

As for the cost of an outside agency, it 
usually runs about 10 per cent of the net 
cost of the convention, but lower prices 
more than offset the amount of the fee. 
The company finds it cheaper to use an 
agency because mistakes are avoided, valu- 
able company manpower need not be 
wasted on convention arrangements, and 
the agency pays less for what it buys. As a 
result, actual cash savings usually will 
cover the cost of the agent and the com- 
pany gets his expert service for nothing. 

This saving can run into very large 
figures in the convention business, where 
some 20,000 companies hold national 
sales meetings annually, attended by an 
estimated six million persons. Larger 
companies may spend in excess of $1 mil- 
lion on single meetings. For example, one 
agency recently handled arrangements for 
a Florida convention which lasted six 
days and was attended by 3,000 persons. 
The agency spent nine months preparing 
for the event and the total cost was $1.5 
million including promotion and adver- 
tising. 


SALES INCENTIVE CONTESTS 

Sales incentive contests are another field 
in which the company controller works 
closely with sales to predict, budget, and 
control costs accurately and quickly. Like 
conventions, incentive contests present 
basically the same cost control problems. 
This is true because both types of ex- 
penditures are subject to the same dangers 
and safeguards and are equally susceptible 
to professional treatment. Their differ- 
ences are superficial as far as the company 
controller is concerned, being largely one 
of degree. Over all, however, the cost 
control problem raised by incentive con- 
tests is greater; while the unit cost is 
lower than conventions, the number of 
contests (and hence the total cost) is more. 

In sales incentives, market analysis is 


CORPORATION MEETINGS 

Statistics indicate that between 2,400 and 2,500 full-dress 
sales conventions are held annually by American industry. 
These are the national gatherings of large corporations and 
do not include many thousands of smaller sales meetings of 
district and regional representatives which are continually 
in progress. Sales Meetings, an authority on conventions, 
estimates that all company sales meetings total 69,000 a 
year; this includes regional sales meetings where attendees 
must travel to the meeting site. According to this magazine, 
the average national company stages 1.4 national sales meet- 
ings a year and 5.9 regional sales meetings. Average attend- 
ance is 160 at a national sales meeting, which runs an 
average of 3.07 days. By contrast, the average regional meet- 
ing is attended by 50.8 persons and runs 1.55 days. The 
mean average expenditure for all sales meetings held by na- 
tional companies is $30,000 a year. 


even more important than moving mer- 
chandise. For a manufacturer or distrib- 
utor trying to enter a new market, a share 
of the business is the important thing; 
and in such a situation sometimes it is 
necessary to establish a market position 
regardless of cost. The problem then be- 
comes one of bringing in the smaller deal- 
ers and building up the total dealer list. 

Sales incentives have other plus values 
for the manufacturer. By giving a dealer 
an incentive to sell his merchandise, often 
he can effectively shut his competitors out 
of a particular market, at the same time 
improving his own position saleswise. At 
the least it gives him a start—a foot in 
the door. The dealer may sell no more 
total merchandise, but through travel 
awards and other prizes he is induced to 
sell more of one particular brand. This in 
turn means more sales for the manufac- 
turer in question; but important as this 
is, it is outweighed even more by the fact 
that he is getting a new market or a bigger 
share of an existing one. 

Incentive costs are difficult to estimate 
for several reasons. The profit margin on 
merchandise varies with the industry, thus 
changing the base on which incentive 
costs must be estimated. Another variable 
is the type of merchandising—vs the man- 
ufacturer selling normal production or is 
he unloading to clean out his inventory? 
If he is using incentives to dump goods 
and empty his warehouses, he can expect 
more loss than profit from the incentive 
program. 

Usually the dealer borrows at the bank 
to finance his stock purchases. When the 
manufacturer calls on the dealer with a 
new line of merchandise, the dealer uses 
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this bank credit to buy. If later on the 
manufacturer dumps the same goods on 
the market at sacrifice prices, the dealer's 
stock automatically drops in value, and he 
must therefore increase his bank equity 
to make up for the loss in market value, 
which in turn increases his cash invest- 
ment. 

The effect of dumping on the consumer 
is equally unfortunate. Customers who 
bought at the original retail price now 
see the same merchandise selling for less 
money; being human, they feel they were 
charged too much by the dealer, thus 
harming his own relations with the cus- 
tomers, and making it more difficult for 
him to do business with them in the fu- 
ture. Thus. from both the dealer's and the 
manufacturer’s point of view, an incentive 
contest is far preferable to dumping as a 
means to reduce inventories and dispose 
of surplus merchandise. 

Contests normally begin with open- 
house for dealers and distributors, at 
which time the manufacturer will show 
the line of products to be sold; the agency 
usually provides contest literature and 
displays depicting areas to be visited by 
winning salesmen. For example, last year 
a Westinghouse open-house in New York 
City launched a sales contest on 1958 ap- 
pliances, with dealers competing for a 
five-day trip to Las Vegas in January. 
Qualifying orders were taken at the open- 
ing, followed by several weeks of inten- 
sive selling house-to-house and on the 
dealer's floor. Special mailings to both 
the store and home spurred the dealers 
on, with promotional literature sent from 
the manufacturer, the airline which would 

(Continued on page 184) 
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Simplified Wage Reporting 


and Cutting of Federal Report Costs 


T. G. Redman 


EGISLATION which allegedly would save 
L employers $22 million a year! and 
would also create additional large savings 
for the Federal Government received new 
impetus last January in President Eisen- 
hower’s Budget Message to Congress. It 
is a bill for steamlining wage-reporting 
procedures for payroll tax purposes. Its 
adoption would cut out a lot of wasted 
motion and duplication of effort. 

The measure, introduced in the 84th 
and the first session of the 85th Congress, 
has had some powerful endorsers in addi- 
tion to the President—the Internal Rev- 
enue Service, the Social Security Adminis- 
tration and the Hoover Commission Task 
Force on Paper Work Management. It 
was also endorsed by the Federal Bureau 
of the Budget and the Advisory Council 
on Federal Reports, the latter a business 
group, sponsored by Controllers Institute 
of America and other organizations, estab- 
lished in 1942 at the request of the Di- 
rector of the U.S. Bureau of the Budget. 
Its function is to advise the Bureau on the 
reduction of burden and costs of business 
report-filing to federal agencies, record- 
keeping requirements and to make statis- 
tical improvements. 

Even with these endorsements and 
much obvious merit, the bill never got out 
of committee! Those in both government 
and business who are aware of the bene- 
fits its enactment would produce hope for 
reintroduction and early approval. 

Employers currently file four times a 
year an “Employer's Quarterly Federal 
Tax Return,” Form 941, accompanied by 
a list (Schedule A) showing each em- 
ploye’s name, Social Security number and 
wages earned during the quarter up to an 
aggregate of $4,200 for the year. During 
the fiscal year ended last June 30, 247,- 
457,000 such items were listed by the 
more than four million employers subject 
to the Federal Insurance Contributions 
Act. Earnings reported are used by the 
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Social Security Administration to compute 
the employe’s old-age insurance benefit or 
survivor benefits payable to members of 
his family. 

In addition to the above report, the 
same employers file annually a “With- 
holding Tax Statement,’ Form W-2, 
which to a considerable extent duplicates 
the information already reported quar- 
terly. 

Under the proposed legislation for 
streamlining wage-reporting procedures, 
the employer would continue to file quar- 
terly the simple and uncomplicated sum- 
mary figures required on Form 941 and 
pay the tax due either through monthly 
deposits or at the time the Form 941 is 
filed. However, instead of preparing wage 
listings quarterly on Schedule A, he would 
be required to submit only a “Withhold- 
ing Tax Statement” for each employe at 
the end of the year. 

Employers’ W-2’s would be matched 
mechanically with employes’ reports for 
income tax purposes and wage credits 
posted at the same time to the employes’ 
accounts for Social Security records. 

The Hoover Commission said in its re- 
port to Congress: 


eee 
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Immediate savings could be made if legis- 
lation were enacted authorizing the neces- 
sary changes in Form 941 and 941A 
(Employer’s Quarterly Federal Tax Re- 
turn), as recommended by the Internal 
Revenue Service and Social Security Ad- 
ministration. We recommend that this 
legislation be enacted. 


. . . We commend the Internal Revenue 
Service and Social Security Administration 
for proposing this simplification.2 


Specifically, what are the areas of sav- 
ings to employers? 

Consider an employer who reports 
wages for 10,000 workers each quarter. 
At a minimum, this involves each year: 


1. Reproducing (typing, IBM or other- 
wise ) 
a. 40,000 9-digit Social Security num- 
bers 
b. 40,000 names of employes 
c. 40,000 wage items 
2. Handling more than 2,000 sheets of 
Schedule A and its Continuation Sheets 
a. Numbering 
b. Grouping into 40 blocks with ap- 
propriate summaries 
c. Mailing expense 
d. Storage space for, or microfilming 
of, the copies retained by the em- 
ployer 
3. Correspondence with the Social Secu- 
rity Administration on about 300 errors 
in Social Security numbers or names 
which on the average will occur during 
the reproduction process, and which 
must be corrected. 


Using the Withholding Tax Statement 
for Social Security as well as income tax 
purposes will obviously reduce this paper- 
work burden considerably. The amount of 


*Paper Work Management Part II. The 
Nation’s Paperwork for the Government—an 
Experiment. A Report to the Congress by the 
Commission on Organization of the Executive 
Branch of the Government, January 1955. 


* Ibid. 
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the saving will depend in part on the ac- 
tions taken in connection with state unem- 
ployment insurance programs, many of 
which now also require quarterly reports 
of individual earnings. A large propor- 
tion of these states now accept carbon 
copies of the Schedule A. However, in 
twelve states,? which have approximately 
371,%* of covered employment, wage 
details are now prepared only for the 
Social Security Administration, since the 
unemployment insurance laws do not re- 
quire payroll detail to be reported rou- 
tinely each quarter. In these states, the 
proposed federal legislation would im- 
mediately reduce the wage-reporting bur- 
den to a minimum. In the remaining 
states, relief would be only partial, since 
quarterly reports would still be required 
for unemployment compensation purposes. 
It is inevitable that, should the Social 
Security Administration require only an- 
nual wage details, some or all the states 
will amend their laws or regulations ac- 
cordingly, either adopting routine annual 
reporting of developing procedures for 
“separation reporting” which requires in- 
formation on an individual worker's earn- 
ings only when he is separated from the 
payroll. 

There are other advantages to the pro- 
posed changes in the Social Security Act. 
Under the present law, many employers 
find it necessary to make the third month's 
payment of each quarter through use of 
depository receipts. This is because the 
volume of work involved in assembling 
the pages of wage details (Schedule A) 
makes it inexpedient to file the quarterly 
return by the normal date due. The pro- 
posed amendments would make it pos- 
sible to make the third month payments 
direct to the Internal Revenue Service. 

In addition to the direct savings to the 
employer there is a considerable area of 
indirect savings through two basic im- 
provements: 


1. Increased Economy and Efficiency by 
the Government. The Social Security Ad- 
ministration received 247,457,000 quar- 
terly wage items in fiscal year ended June 
30, 1957, and estimates that the number 
will total 268,820,000 in the correspond- 
ing 1958 period.® It is estimated that the 
enactment of the proposed legislation 


* Colorado, Hawaii, Massachusetts, Michigan, 
Nebraska, New Jersey, New York, Ohio, 
Rhode Island, Utah, Wisconsin, Washington. 


“Unemployment Benefit Advisors, Inc. Fiscal 
Data for State Unemployment Compensation 
Systems. 

°*The Budget for Fiscal Year ending June 
30, 1959. 

‘Health, Education and Welfare release, 
April 26, 1957. 

"Simplified Wage-Reporting. Prepared by 
U.S. Treasury Department, Internal Revenue 
Service, and the Department of Health, Edu- 
cation and Welfare, Social Security Adminis- 
tration. 
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would reduce the number of wage items 
processed by the Social Security Admin- 
istration by approximately 50%. The 
theoretical savings of 75% would not be 
obtained since some employes work for 
more than one employer during the year.® 

2. Increase in Tax Collections. Tax 
collection will be increased by the pro- 
posed legislation because prompt mechan- 
ical matching of employer and employe 
W-2’s will tend to eliminate losses from 
various types of improper procedures and 
cases of actual fraud. 


Under the existing system, matching 
has been incomplete and has been per- 
formed manually. It is accomplished in 
three steps: The withheld taxes reported 
on Copy A, ‘For District Director,” of 
the W-2 and submitted by the employer 
are totaled and compared with total taxes 
on his quarterly returns; the employe’s 
Form W-2, Copy B, is compared with his 
individual income tax return; and Copy 
A, submitted by the employer, is then 
compared with Copy B, submitted by the 
employe. Under this system, it is difficult 
to identify the more serious problems in 
the mass of unmatched cases.7 

Under the system proposed for use with 
annual reporting of wages, mechanical 
matching by the Social Security Adminis- 
tration will result in more complete and 
more prompt matching and also provide 
a basis from which other mechanical op- 
erations necessary for the posting of So- 
cial Security accounts can be conducted. 

In addition to the savings to the em- 
ployer and the Government, the wage 
earner should be benefited. He would be 
able to verify that his wage credits for 
Social Security purposes are the same as 
shown on the copy of the W-2 furnished 
by the employer. Under the present ar- 
rangement the employe must periodically 
request a statement of his earnings from 
the Social Security Administration or lose 
any wage credits which have not been re- 
ported within the period of time limita- 
tion. 

Further, mechanical matching will re- 
sult in more accurate refunding of with- 
held tax to those who are not required to 
file tax returns. 

The proposed legislation will improve 
the qualifying requirements which must 
be met to secure coverage under the Old- 
Age and Survivors Insurance Program 
(Title II of the Social Security Act). Un- 
der the present Act a nonagricultural em- 
ploye who has not earned at least $50 in 
each quarter must earn at least $4,200 
during the year to receive four quarters 
of coverage for that year. The amend- 
ments would place the nonagricultural 
employe on the annual standard that has 
prevailed for the self-employed since 1951 
and the agricultural worker since 1955. 
The amendments propose that for each 
$100 in annual earnings the individual 
will receive a quarter of coverage. This 





amendment will permit certain persons 
working only during a seasonal period to 
obtain coverage which they have pre- 
viously been denied. 

The proposed legislation for amending 
the Social Security Act to permit annual 
wage reporting will be reconsidered dur- 
ing the second session of the 85th Con- 
gress and if received with proper enthu- 
siasm by employers should be enacted 
without further delay. The lack of suc- 
cess experienced by these bills to date is, 
in great part, the result of the lethargy of 
business management, the principal bene- 
ficiary of the proposed changes. To date, 
the direct responses from individual cor- 
porations have not been great enough to 
indicate that the business community, as 
a whole, supports the proposals. 
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Accounting Training Programs 


in American Industry 


SURVEY of 102 major American cor- 
A porations indicates general acceptance 
of the idea that there is a need for ac- 
counting training programs. Although the 
major corporations which have such pro- 
grams may be in disagreement as to the 
specific aims and purposes of such pro- 
grams, basically they all strive for the 
same end: to improve and broaden the in- 
dividual employe’s abilities so as to better 
serve the company. 

The survey, prepared by Thomas Pol- 
lina, senior accountant, Lever Brothers 
Company, in fulfillment of an assignment 
in “‘Controllership Practice’ given by Ad- 
junct Associate Professor C. M. Ahearn, 
divisional controller, Colorado Fuel & 
Iron Corporation, at the Graduate School 
of Business and Administration, New 
York University, was sent to 200 major 
corporations. A questionnaire was ad- 
dressed directly and personally to the con- 
troller of each company in an attempt to 
obtain the “controller's” viewpoint rather 
than the “personal” viewpoint. A total of 
102 companies responded, 55 reported 
having programs and 47 did not have pro- 


grams. Eighteen of the 55 completed ques- 
tionnaires returned were filled out by the 
controller, 31 were filled out by members 
of the controller’s staff, and six were han- 
dled by members of the personnel staff. 


NEED FOR PROGRAM JUSTIFIED 

All 55 companies completing the ques- 
tionnaire agree that an accounting train- 
ing program is necessary. The various rea- 
sons set forth justifying the need for the 
program can be classified into four broad 
categories: 

1. The increasing complexities of mod- 
ern business require that large companies 
provide a program to acquaint a college 
graduate and new accountant with an op- 
erational knowledge of the company’s ac- 
counting functions ; 

2. To attract, train and develop a source 
of qualified young men eventually to fill 
supervisory, managerial and executive po- 
sitions in accounting and other related 
areas of the company operations ; 

3. To improve the calibre of existing 
accounting personnel ; and 

4. To permit the fullest development 
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and utilization of the individual's talent 
for the mutual benefit of both the indj- 
vidual and the company. 


In an attempt to get the “other” view. 
point, companies without a training pro- 
gram were requested to indicate why they 
do not feel one is necessary. Judging from 
the replies of 47 reporting companies who 
do not have programs, it may be con- 
cluded that these companies seriously 
considered setting up formal definitive 
programs but they felt that they could ac. 
complish the same results without them, 
Some of the companies stated that they 
had obtained very satisfactory results by 
hiring for specific job openings and train- 
ing the new accountant to master his par- 
ticular job before moving him on to more 
responsible positions. Major reasons given 
by the companies for not having account- 
ing training programs included: 


1. Low turnover of accounting person- 
nel; 

2. Accounting courses available in pri- 
vate and state schools; 

3. Too expensive for size of company; 

4. Reduction in accounting personnel ; 
and 

5. Governmental regulation of account- 
ing in some industries is not conducive to 
training programs. 


CANDIDATES 

Candidates for accounting training pro- 
grams are usually college recruits but 
many of the reporting companies indicate 
that candidates are also obtained from 
within the organization as well as from 
the open labor market, including public 
accounting. A few of the reporting com- 
panies note that the entrance into a com- 
pany of trainees marked for special con- 
sideration will usually evoke some criti- 
cisms from employes already on the job 
who feel that the trainees are being paid 
too much and that their futures are more 
or less assured before they have proved 
themselves in a business situation. In 35 
of the 55 surveyed, college graduates maj- 
oring in subjects other than accounting 
and business are permitted to participate 
in the accounting program while 19 com- 
panies state that they will accept only ac- 
counting or business majors. 


RECRUITMENT PRACTICES 

In order to recruit candidates for the 
training programs, 37 of the 55 reporting 
companies state that they pursue a year- 
round recruitment program and many of 
the companies also prepare expensive re- 
cruitment booklets for general use of col- 
lege placement officers. Almost 90% of 
the reporting companies state that they en- 
counter strong competitive activity in their 
bids for qualified personnel. More than 
52% state that competing companies are 
offering salaries in excess of the “going 
rate’’ for accounting trainees. Other com- 
petitive “attractions” include reimburse- 
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ment of moving expenses, guarantees of 
employment and salary at completion of 
training, reimbursement of higher educa- 
tion costs, and the opportunity for ad- 
vancement. 


SALARIES 

Perhaps no other aspect of a training 
rogram iS as controversial as the salary 
paid to trainees. The problem is not only 
the particular salary paid to the trainee but 
also the effect it may have upon the com- 
pany’s entire salary structure. Many com- 
pany officials feel that trainees salaries are 
out of line with those of experienced em- 
ployes at a comparable level. Current 
average weekly salaries, reported in the 
survey, indicate that 20% offer starting 
salaries of $85 to $94 a week while 70% 
start their recruits at $95 a week and over. 
In some of the companies, the accounting 
trainee can expect merit or automatic sal- 
aty increases in periods as short as six 
months. The controllers who responded 
to the survey reported, in all but one in- 
stance, that the starting salaries were 
either at the proper level or were too high. 
All companies participating in the survey 
report that salaries for training program 
graduates are higher than those of regular 
employes after five years of employment. 


METHODS AND DURATION 
OF PROGRAMS 

The methods used in accounting train- 
ing programs differ from company to com- 
pany but can be classified generally into 
formal programs with a well-defined pre- 
arranged schedule or informal programs 
in which the trainees are assigned to va- 
rious phases of accounting as convenience 
allows. Generally speaking, the length of 
the training program varies with the size 
and nature of the organization, the type 
of training methods utilized, and the abil- 
ities and aptitudes of the individual train- 
ees; some are as short as five months 
while others are as long as five years; 
29% of the companies listed their pro- 
grams as being of two years duration 
while 25% had a duration of five to nine 
months and 19% had a one-year program. 


SCOPE OF PROGRAM 

The survey conducted by Mr. Pollina 
reveals that 26 of the 55 reporting com- 
panies limit their training programs to the 
controller's division although some of 
these companies offer on-the-job observa- 
tion of other departments as part of the 
training; 29 of the companies report that 
their programs include training in other 
departments and divisions of the com- 
pany. Of the 54 companies answering a 
question as to the relative importance of 
accounting subjects in the training pro- 
gtam, ten report that all phases of ac- 
counting are stressed in equal balance 
while five companies state that the stress 
Varies with each individual trainee. Of the 
Various specific accounting subjects men- 

(Continued on page 172) 
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Regional Supervisor 
Rio de Janeiro, Brazil 


It’s got to fit—perfectly! It will because experts planned it 
carefully and skilled technicians are servicing the project. 


It’s the same with your insurance protection on your 
overseas business when you depend upon the American 
Foreign Insurance Association. Then you have coverage plan- 
ned by insurance men who have experience and professional 
know-how—protection that not only fits’ your business but 
conforms to the conditions and insurance laws of the country 
abroad. You also get expert service through AFIA’s 600 
world-wide offices and agencies, from men of proven ability 
like Mr. James Morone, AFIA’s regional supervisor in Rio. 


For overseas insurance protection unsurpassed, ask your 
insurance agent or broker to discuss your problems with AFIA. 











AMERICAN FOREIGN INSURANCE ASSOCIATION 
161 William Street * New York 38, New York 
CHICAGO OFFICE . . Insurance Exchange Building, 175 West Jackson Blvd., Chicago 4, Illinois 
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AIS 
Occasional or chronic, R & S offers quick and last- 
ing relief from “figure indigestion” by its always 
on call, around-the-clock automatic data processing 
services. 

Diagnoses are swift and accurate, application 
of treatment equally so. Besides, our highly trained 
specialists are available at clinic rates and you only 
pay for actual “treatment” time! 

Every business suffers from “figure indiges- 
tion” at one time or another, and like all diseases, 
it usually strikes at the most inconvenient time. 
Don’t endure this painful and often costly malady 
another day — just call any R&S regional data 


processing center listed below. 


RECORDING & STATISTICAL 
CORPORATION 


NATION-WIDE > SERVICE 


NEW YORK: 100 SIXTH AVENUE, NEW YORK 13,N. Y. WOrth 6-2700 
BOSTON: 566 ATLANTIC AVENUE, BOSTON, MASS. Liberty 2-5365 
CHICAGO: 223 WEST JACKSON BOULEVARD, CHICAGO 64, ILL. HArrison 7-7357 
SAN FRANCISCO: 560 SACRAMENTO STREET, SAN FRANCISCO 11, CAL. EXbrook 2-4341 
MONTREAL: 407 McGILL STREET, MONTREAL, CANADA. Plateau 383] 
TORONTO: 439 WELLINGTON STREET, WEST, TORONTO, CANADA. EMpire 3-4951 





tioned, most of the companies ranked cost 
accounting as most important, financial 
statements and reports as second, and in- 
ternal auditing as third; electronic data 
processing was mentioned by only seven 
companies. 


EVALUATION OF PROGRESS 

Various techniques are utilized to eval- 
uate the progress of the trainee. Of the 55 
companies reporting, 49% state that they 
utilize only one evaluation technique, usu- 
ally in the form of appraisals prepared 
by key personnel on rating sheets, while 
38% use two methods, 11% use three 
methods and 2% indicate that no formal 
evaluation is used at all. 


PLACEMENT 

The eventual placement of the account- 
ing trainee usually takes place at the end 
of the training period. According to the 
survey, the individual is usually given 
some choice in his work assignment. In 
answer to a question concerning the fol- 
low-up on the graduate’s progress, 44% 
of the reporting companies state that they 
give special attention to the progress of 
their trainee graduates while 42% report 
that the graduates are treated as regular 
employes. 


TURNOVER 

The value of the training program can 
be measured in many ways and one aspect 
pointed out in the survey is that 60% of 
the reporting companies note that the 
turnover of trainees is below the normal 
rate while the remainder report that their 
experience indicates normal turnover 
among trainees. 


DISADVANTAGES AND ADVANTAGES 


The weaknesses and disadvantages of 
any training program are apparent to the 
companies and the survey shows that in 
most cases the companies with training 
programs find no more than two signifi- 
cant weaknesses ; chief among these is that 
some graduates tend to become dissatisfied 
because they are “‘not moving fast enough” 
while another significant disadvantage was 
the morale problem that can be created 
among regular employes. 

On the other hand, most of the com- 
panies evaluated the strength and ad- 
vantages of the program as a means of 
perpetuating a source of ‘“‘managerial mate- 
rial” while high on the list was the factor 
of attracting the people who are most 
likely to make “outstanding accountants’ 
and the opportunity for providing a “‘well- 
rounded” accounting staff. 





ACCOUNTANTS ABILITY TEST KIT will save 
employers money and hours of valuable time by 
eliminating the guess work in hiring and promot- 
ing accounting personnel. No calculations to be 
made or words to write. Average time to com- 
plete Test about 20 minutes and can be graded 
by any clerk in less than 5 minutes. For $5.00 we 
will send you 10 Tests, our Master Grader and 
[Instruction Sheet. Satisfaction guaranteed. Ac- 
counting Service Company, Dept. 304, G.P.O. 664, 
New York 1, N. Y. 
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Five-Year Accounting Program 


at University of Houston 


Beginning September 1958, the Uni- 
versity of Houston will inaugurate a five- 
year professional program of accounting 
education. Upon satisfactory completion 
of the requirements, the new professional 
Bachelor of Accounting Degree (B.Acc.) 
will be awarded. The curriculum, both as 
to required subjects and electives, follows 
closely the recommendations of the Stand- 
ards Rating Committee of the American 
Accounting Association. 

Special aptitude and achievement tests 
will be used. The final examination of the 
first semester of introductory accounting 
is a departmental examination modeled 
after the Level I Achievement Test of the 
AICPA, but limited to the subject matter 
of the first semester’s work. At the first 
class meeting of the second semester of 
introductory accounting the Orientation 
Test of the AICPA is given to all students 
and the final examination for the second 
semester-of introductory accounting is also 
a departmental examination consisting of 
the Level I Achievement Test of the 
AICPA. During the second semester of 
the fourth year, the Level II Achievement 
Test is required of those having account- 
ing as their field of concentration. 

While the course contemplates a five- 
year program, the student will have met 
the requirements for the Bachelor of Busi- 
ness Administration Degree at the end of 
the fourth year and would be awarded his 
Bachelor of Accountancy Degree at the 
end of the fifth year. 

The curriculum contemplates an in- 
ternship program and offers a choice of 
three different times: 1) During the 
fourth year between the middle of De- 
cember and early February; 2) during the 
summer between the fourth and fifth 
years; and 3) during the fifth year be- 
tween the middle of December and early 
February. 


Foundation Study Featured 


on NSBB Program 

The Eighth National Conference of the 
National Society of Business Budgeting, 
scheduled from May 22-23, 1958 at the 
Hotel Roosevelt in New York City, will 
have as one of its features a session on 
“Budgetary Practices.’ This session will 
be a panel discussion on a study soon to 
be released by Controllership Foundation, 
research arm of Controllers Institute—a 
survey of the budgetary practices of 600 
companies prepared by Burnard Sord, 
professor of management, and Dr. Glen 
A. Welsch, professor of accounting, Uni- 
versity of Texas. Both men will appear on 
the panel which is chaired by Harold A. 
Ketchum, financial vice president, Federal 
Pacific Electric Co. and president of Con- 
trollership Foundation. 

For reservations, write NSBB, 24 E. 39 
St., New York 16. ($35—full conference.) 
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Whiduetleu Conference 


Sunday 
April 27 


Monday 
April 28 


evening 


Tuesday 
April 29 


APRIL 27-29 


Program 


Reception and Buffet for members and guests 


Annual Meeting of Members of Controllers Institute 
Speaker: Reid McCrum, treasurer, Anheuser-Busch, Inc. 
Subject: Some Observations on Capital Expenditure 
Discussion: Radio Corporation of America Executives 
Subject: Planning for Profit at RCA 

Banquet with Dr. Carl S. Winters speaking 

Subject: The Fine Art of Living 

Speaker: Dr. Harry Sauvain, financial consultant 
Subject: The Economy—Up or Down? 

Speaker: Thomas R. Bossort, Jr., Indiana University 
Subject: An Effective Executive Development Program 
Speaker: Robert J. Kryter, Consulting Engineer 
Subject: Sputniks, Atoms and You! 


Special events for the ladies, too 


FRENCH LICK SHERATON HOTEL 


FRENCH LICK - INDIANA 


Sponsored ly the Indianapolis Control of 
CONTROLLERS INSTITUTE OF AMERICA 















Kansas City, Mo. 


TOP RIGHT 

Students and faculty members from 
four universities and colleges were guests 
of the Kansas City Control of Controllers 
Institute at its “Education Night” meet- 
ing on February 10. They represented the 
University of Missouri, the University of 
Kansas, Central Missouri State College 
and the University of Kansas City. 

A lively question and answer period 
followed talks by the following: J. Lowell 
Johnson, controller of F. A. Folger Com- 
pany, who explained the Institute, its aims 
and objectives, and outlined the functions 
of controllership; Donald A. Robertson, 
controller of Panhandle Eastern Pipeline 
Company, who described the route to con- 
trollership through public accounting 
background; and Vincent T. Lorimer, 
vice president of Emery-Bird-Thayer Com- 
pany, who traced the steps leading to con- 
trollership through industrial experience. 


LEFT ABOVE 
Dean James R. Surface of the School of 
Business, University of Kansas, prepares 
to introduce his student guests. Control 
Past President Earl A. Matheney, Sr., is in 
the foreground and President Cahill is be- 
hind him. 


THE CONTROLLER............... ee ER aS cesta ee 


RIGHT ABOVE 
At the head table were (/eft to right) 
Richard A. Delaney, Education Chairman 
of the Control; Control President J. T. 
Cahill; Past President J. Lowell Johnson; 
Control Secretary Vincent T. Lorimer and 
Past President Donald A. Robertson. 


South Bend, Ind. 


LOWER RIGHT 
The charter of the Michiana Control, 
the 53rd within Controllers Institute of 
America, was presented to John M. Wolf, 
newly elected Control president (/eft) by 
Carl M. Blumenschein, national director 
and vice president of Region VIII, CIA 
(right). Mr. Blumenschein is vice presi- 
dent and controller, Container Corpora- 
tion of America, Chicago. Leo G. Swine- 
hart, Control vice president (center), 

looks on at the presentation. 

(Continued on facing page) 
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TOP RIGHT 

A large delegation of national and local 
officials of the Institute were present for 
the charter presentation meeting at the 
Morris Inn, South Bend, including (Jeff 
to right) Herman W. Stein, president of 
the Chicago Control; J. W. D. Wright, 
Chicago, national director of Controllers 
Institute; Mr. Wolf; John S. Sturgeon, 
Fort Wayne, national director; L. B. Bu- 
chanan, past president of the Chicago 
Control; Mr. Blumenschein; Edward M. 
Karrmann, Indianapolis, national director 
and vice president of Region VII; W. T. 
Newman, president of the Western Mich- 
igan Control; Charles F. Axelson, vice 
president of the Chicago Control; Roger 
A. Yoder, Detroit, national director and 
vice president of Region VI; and Paul 
Haase, managing director of Controllers 
Institute. 


CENTER RIGHT 

The officers and directors of the Mich- 
iana Control are (left to right) James M. 
Reid, controller and secretary, Penn Con- 
trols, Inc., Goshen, Indiana; Leo G. 
Swinehart, controller, the Kawaneer Com- 
pany, Niles, Michigan; Charles R. Miller, 
comptroller, C. G. Conn, Ltd., Elkhart, 
Indiana; Karl D. Jahnke, secretary-treas- 
urer, Dodge Manufacturing Corp., Mish- 
awaka, Indiana; Wayne E. Burger, treas- 
urer, Goshen Rubber Co., Inc., Goshen, 
Ind.; Harvey H. Eich, vice president and 
treasurer, Mastic Asphalt Corporation, 





MICHIANA CONTROL—THE 53RD CONTROL OF CIA (see opposite page) 


|] ff] LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 





South Bend, Ind.; and John M. Wolf, 
controller, Wheelabrator Corp., Misha- 
waka, Indiana. 








Cincinnati, Okie 


LOWER LEFT 

The function of the controller in mod- 
ern business was discussed by a panel of 
members of the Cincinnati Control of 
Controllers Institute of America at a din- 
ner meeting, March 11, at the Student 
Union Building, University of Cincinnati. 

Guests of the Control were students 
majoring in finance and accounting from 
the University of Cincinnati, Miami Uni- 
versity, and Xavier University, Robert C. 
Johnson, comptroller of the Union Cen- 
tral Life Insurance Company and chairman 
of the Control’s Education Committee, re- 
ported. 

In the photo (/eft to right), completing 
plans for the meeting, are Dean P. Fite, 
associate comptroller, the Procter & Gam- 
ble Co., moderator; Francis H. Bird, dean 
of the College of Business Administra- 
tion, University of Cincinnati; Mr. John- 
son; Samuel E. Maxwell, vice president 
and comptroller, First National Bank of 
Cincinnati, panel member; and J. Tracy 
Kropp, a partner in Peat, Marwick, Mitch- 
ell & Company, panel member. 
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No Income Tax on $228,000 


How a defiant government agent lost his battle 
with Charles Dickens over money he earned in 
this country on readings from his famous novels 


Milton Riesenburger 


O OTHER NOVELIST who visited the 

United States ever achieved the phe- 
nomenal financial success attained by 
Charles Dickens, considered by many to 
be one of the great writers of the world. 
In less than six months he earned $228,- 
000 from platform appearances based on 
readings from his famous novels during 
1867-68. Some monetary experts assert 


that this sum would approximate close to 
a half million dollars today. 

Connected with this fortune is linked 
pethaps one of the most bizarre skir- 
mishes in the early history of the income 
tax law which was originally passed by 
Congress on August 5, 1861. One of the 
participants in this battle was a recalci- 
trant government agent who attempted 





You CAN 
Make a PAPER CLIP... 


you need them. 


specialists to do this for you. 


company should have. 


W. 





Witn reasonable patience you can bend a piece of wire 


to make a usable paper clip . 


. but you'll find it makes good business sense to allow 


professionals to make your paper clips and buy them as 


You can handle your own corporate insurance program 


too. But, you will find there is a great advantage in using 


WE DO NOT SELL INSURANCE—as independent insurance 
consultants we help clients to get far greater mileage out 
of every insurance dollar they spend . . . 


time be certain they enjoy all the insurance protection their 


May we show you how your organization can benefit? 


There is no cost or obligation, of course. 


T. CHAMBERLAIN INC. 


CORPORATE INSURANCE CONSULTANTS 
ANALYSTS—PROGRAMMERS—-SUPERVISORS 


103 Park Avenue, New York 17, N. Y. 
MUrray Hill 3-2942 
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to exact money from Charles Dickens in 
the form of a tax on his earnings. 

Perhaps the agent never fully realized 
that he was precipitating a series of dis. 
concerting encounters which would end 
in a fiasco. Dickens and George Dolby, 
his secretary and manager, naturally la. 
mented this distressing episode in their 
otherwise triumphant tour of America, 
The agent soon learned, however, that he 
was dealing with a pair of formidable 
but reluctant adversaries. 

Providing some brief background ma- 
terial here of the novelist’s career will 
aid in a proper evaluation of these events 
resulting finally in a complete rout of the 
agent. 

For example, it is generally conceded 
that no other writer in the 19th century 
succeeded in capturing the imagination of 
the people as much as Dickens. Some of 
his fictional characters are as great as can 
be found in any age or language. Many 
believe they will be remembered for cen- 
turies. During his lifetime his name had 
penetrated to the remote regions of the 
earth. Perhaps no other literary personality 
was as much venerated as Dickens. Even 
today, about 88 years after his death, his 
books have comparatively wide circula- 
tion. 

Reformer and a vigilant champion of 
human rights, Dickens constantly exposed 
government inefficiency, social and eco- 
nomic abuses. The pages of his novels por- 
tray many of these deficiences. Two maga- 
zines, Household Words and All The 
Year Round, which he edited, were also 
media he used in crystallizing public 
opinion for reforms. 

Despite the manifold duties which 
commanded his attention he was still able 
to give public readings from his novels 
and found time to write professionally. 
Endowed with a passion for acting he 
participated in a number of amateur the- 
atrical productions, appearing on one oc- 
casion in a private performance before 
Queen Victoria. 

Arriving in the United States in No- 
vember 1867, Dickens was greeted en- 
thusiastically. Judging from the acclama- 
tion that was accorded him, the populace 
had obviously forgiven him for any crit- 
icism he had previously directed against 
Americans (they had been lampooned in 
“Martin Chuzzlewit,’ which made its ap- 
pearance following his first trip to this 
country in 1842). 

Perhaps not fully aware of his declin- 
ing health, Dickens embarked on an ex- 
tensive reading tour of this country in 
1867. Audiences in many cities were 
thrilled and fascinated by his dramatic 
portrayals of characters from his famous 
novels. Through the freezing hours of 
long dismal nights thousands of persons 
waited in line to purchase tickets in front 
of theaters and other places where Dick- 
ens was scheduled to appear. Small for- 

(Continued on page 178) 
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control of all facts and figures up to the instant... yours 


with the BURROUGHS TYPING SENSIMATIC 


Meet the greatest advance yet in 
descriptive accounting. One that 
brings you instant command at 
all times of all facts and figures 
relating to your business. Meet 
Burroughs Typing Sensimatic 
accounting machine! 


Handles any accounting job. The 
reason is the famed 4-job sensing 
panel which guides the machine 
automatically through any kind 
of accounting. Just flick a knob to 
switch from job to job. And these 
sensing panels are interchange- 
able! That’s why the Typing 


Sensimatic can zip through any 
and all of your accounting jobs. 


Unmatched typing talent, too. That’s 
one of the big dividends you get 
from investment in a Typing 
Sensimatic. Its advanced typing 
principle brings you sharp, clean 
printing, plus jam-free key oper- 
ation. Yes, even at the top typing 
speed of 9 characters a second. 


See a free demonstration of the @ 
Burroughs Typing Sensimatic at § 


our nearby branch office today. 
Burroughs Division, Burroughs 
Corporation, Detroit 32, Mich. 


BURROUGHS AND SENS! MATIC—TMS. 





BURROUGHS Typing Sensimatic Accounting Machines 


Burroughs 
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No Income Tax on $228,000 


(Continued from page 176) 


tunes were made by enterprising indi- 
viduals who sold blankets to these prospec- 
tive ticket buyers so that they could provide 
themselves with some warmth and com- 
fort until the next morning. The demand 
for tickets was stupendous. Large profits 
were made by speculators with whom 
Dolby fought unsuccessfully at times. 
No other writer before or since has 
ever exerted such a powerful and mag- 
netic influence over an audience as did 
Dickens. In each character portrayal he 
displayed extraordinary vigor and _vital- 
ity. At the end of each reading he was 


CM PENSION 


or PROFIT SHARING 
RETIREMENT PLAN ona 


‘Simplified Acceptance” now 
enables you to have an attractive 


greeted with exuberant applause. No king 
could have received a greater ovation. 
Toward the end of his tour he was prac- 
tically on the verge of collapse. 

It is amazing in reviewing the life of 
Dickens, a veritable dynamo, how he was 
able to postpone his demise for another 
two years. Furiously and exhaustively he 
pursued his prodigious labors almost be- 
yond human endurance. He died in 1870 
at the age of 58, leaving an estate valued 
at more than £90,000, considered a tre- 
mendous fortune in those days. 

Shortly before the departure of Dick- 
ens for England in April 1868, the great 
novelist was looking forward with pleas- 
urable anticipation to joining his family 





TRUST 





Where there are between 25 and approximately 100 initial partici- 
pants, neither medical examinations nor conventional evidence of 
insurability will be required of individual applicants 65 or under 


and regularly on the job. 





If you are considering starting a 
plan of either of these types in your 
company—send for these free book- 
lets. The information will be valu- 
able to you. You will find that Con- 


Send for Valuable Free Booklets 


The purposes, advantages and operating methods 
of Profit-Sharing Retirement Plans are told in 

, this 20-page booklet, and 18 pertinent questions 
about these Plans are answered. 


This 16-page booklet outlines the value of pen- 
sion trusts to employers and employees, tells the 
tax advantages and the requirements for gaining 
them, and gives examples of successful Connecti- 
cut Mutual Pension Trust Plans now in operation. 


necticut Mutual, a pioneer in pen- 
sion planning, can prepare pension 
and retirement programs with the 
flexibility and safety factors you 
need. Send for your booklets today. 


The Connecticut Mutual 


LIFE INSURANCE COMPANY : HARTFORD 





Hartford, Connecticut 


Connecticut Mutual Life Insurance Company 


C-4-8 


Please send me, without cost or obligation, the booklets checked below: 


CT Pension Trusts . . . Their Advantages to Employers and Employees 
[-] Some Questions and Answers about Profit-Sharing Pension Trusts 

















Name 
(please print) 
Firm 
Street 
City__ Zone State 








at Gad’s Hill, his country home in Kent, 
and to the joy of renewing old friend. 
ships. However Dolby, his manager, an 
astute businessman, had no cause for such 
rejoicing and soon revealed to Dickens 
the cause of his agitation. 

Dolby related that he had been ap. 
proached by a government agent who de. 
manded that Dickens pay a tax on money 
he earned from his readings. The agent, 
of course, was rebuffed with an affable 
reminder from Dolby that Congress never 
intended imposing taxes on a‘‘foreigner’ 
travelling in the United States giving 
“occasional lectures.” This explanation 
was not acceptable to the agent whose 
remonstrance became more intense with 
each gesture Dolby made to placate him, 
Before the parley ended threats were 
made against Dolby and Dickens. There 
was some indication also that a summons 
would be served. 

When Dolby confronted the govern- 
ment agent on another occasion he dis- 
played a letter from the head of our tax 
department in which he explained that 
“Dickens was not liable for any tax’ in 
the United States. The agent spoke dis- 
dainfully of his superior and added he 
would not be guided by such a decision. 

Prompted by some caprice or vagary in 
the hope of adjudicating the matter, the 
agent promised not to take Dolby into 
custody when he and Dickens were ready 
to sail on the Russia for England if he 
would make the following deal with 
him: Pay $10,000 in gold through the 
offices of Messrs. Ticknor and Fields, a 
firm engaged in literary pursuits, if the 
agent could demonstrate that there was 
some equity to his claim. The absurdity 
of the proposal was so fulsome to Dolby 
that he and Dickens quickly concluded 
some drastic action was required. 





APPRAISALS 


determined on the basis of 


REPLACEMENT COST NEW 
Less Depreciation 


@ As Engineers & Architects for In- 
dustrial Plants we know construction 
costs. Since we are constantly deal- 
ing with manufacturers of process 
equipment and machinery, our ap- 
praisal figures on contents are like- 
wise authentic. 


Your inquiry is solicited 


LOCKWOOD GREENE 
ENGINEERS, INC. 


41 East 42nd Street, New York: 17 
Spartanburg, S. C. 


Boston 9, Mass. ° 














THE CONTROLLER * APRIL, 1958 











| Kent, 
friend. 
ser, an 
of such 
Yickens 


ohh. at. 
ho de- 
money 
agent, 
affable 
never 
igner” 
giving 
Nation 
whose 
- with 
> him, 
were 
There 
Mons 


vern- 
2 dis- 
ir tax 
that 
x” in 
> dis- 
d he 
mn. 
ry in 
, the 
into 
ready 
f he 
with 
| the 
1s, a 
the 
was 
rdity 
olby 
ided 








XUM 


William Booth, an eminent attorney 
and a brother of Edwin Booth, was con- 
sulted and it was agreed that he would 
personally submit the matter to Wash- 
ington. Booth later reported that officials 
at the Capital had apprised the agent he 
was misinterpreting the tax law and ad- 
vised him to refrain henceforth from pur- 
suing the case. 

Elated over this apparent victory Dolby 





called on the government agent the next | 


day hoping perhaps that he could exact 


some assurance from him that he and | 
Dickens would not be further molested or | 


publicly embarrassed during the balance of 
their brief stay in this country. Instead 


of meeting a tractable agent, Dolby found | 


one whose indignation and defiance over 
constituted authority had mounted more 


than ever. The agent responded bitterly, | 


hurling one invective after another at 
Dolby, threatening to take him into cus- 
tody if he and Dickens failed to make 


the payment he previously proposed. Out | 


went Dolby, bidding the agent farewell. 

Finally Dickens and Dolby were safely 
on board the Rassia. Shortly before the 
ship's departure the captain informed 
Dolby that a police boat was headed in 
their direction. Vision of more trouble 
was in prospect. Dolby and Dickens were 
naturally solicitous for their welfare. 
Was the government agent prepared now 
to carry out his threats? Tense moments 
ensued. 


Descending from one deck to another | 
Dolby was accosted by two men, wearing | 


caps, who quickly flashed some kind of 
credentials. In the next instant they ner- 
vously went through their pockets in an 
apparent quest to produce some kind of 
important papers. 


Dolby later reported that at this very 
juncture four other men appeared on the | 
scene, flashing police badges and declar- | 
ing simultaneously, “Too late, we've got | 
him!”’ Obviously satisfied that Dolby and | 
Dickens would be taken ashore in custody | 
of the police, the first two men, who wore | 
caps, departed quickly from the scene | 


with Dolby and the four detectives in- 
dulging in a hearty laugh. 

To provide, at least, some belated pro- 
tection to Dolby and Dickens and assure 
their safe departure from the shores of 
America, Police Chief Kennedy and the 
four detectives had been assigned to ac- 
company the ship down the bay. Who 


specifically initiated this shield for Dolby | 


and Dickens was never publicly revealed. 


Weeks after their arrival in England, | 
the same agent, still incensed and morti- | 


fied over the entire affair, attempted un- 
successfully to attach some money due 
Dickens from Messrs. Ticknor and Fields, 


based on the sale of his novels in this | 
country. With William Booth, the attor- | 
ney, interceding legally on behalf of | 
Dickens in this last entanglement came | 
likewise the final, official closing of this 


case forever. 
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SAVES 


none MUNEY! 


WHEELS AUTO LEASING 
COSTS BALL BROTHERS LESS 
AND SAVES MORE MONEY! 


Ball Brothers Company Incorporated, 
nationwide manufacturers of glass 
containers, closures and other products, 
leases automobiles from WHEELS, 
Inc. This, saves valuable Ball Bros. cash 
for inventory, for expansion, for 
working capital. Ball Bros. knows that 
leasing from Wheels costs less than 
ownership, and they are positive 

that it saves more! 






















Hard-hitting Ball salesmen make their hundreds 
of daily calls in a new Chevrolet or other 
late-model, perfectly maintained Wheels 
automobile. Ball Bros., a Wheels client for ten 
years, is one of many nationally-famous firms 
that lease vehicles from Wheels on a regular basis. 





Wheels Inc. leases more than 9,000 cars and 
trucks to American business on programs 
designed to fit individual needs. 


@ RELEASE OF CAPITAL 

@ FLUID INVENTORY DOLLARS 
@ SPOT JOB ASSIGNMENTS 
@ PLANT EXPANSION 

@ CREDIT LINE EXTENSION 

@ SMOOTHER CASH FLOW 


PON TODAY... 


sEND COU 


We are interested in more details 
on a Wheels leasing plan. 
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THE TRANSFER FILE 
THAT HAS NO LIMIT! 


. . . twice the amount of records in 
existing space with Staxonsteel Trans- 
fer Files, the only corrugated fibre- 
board files that “build their own steel 
framework as you stack them.” Stack 
files ten, fifteen, even twenty high— 
right to the ceiling and utilize all the 
space. Steel framework carries drawer 
weight at four equal points, drawers 
glide easily—guaranteed not to sag or 
jam. Units interlock at top, bottom and 
sides for complete rigidity and double 
strength. Eliminates shelving and in- 
stallation costs. Five low cost stock 
sizes—high value. Check your storage 
room—make sure you're using all the 
space to best advantage—the Staxon- 
steel way. 


FRE Big 24 page illustrated 


Manual of Record Storage |: 
Practice. Tells how long [sa 
records should be kept plus cost- fj 
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OFFICE MANAGEMENT AND CONTROL* 


By George R. Terry 


Reviewed by ROBERT B. KING 
President 

Profit Counselors, Inc., 

New York-Chicago 


Here is a book on office management 
that has the rare facility of being easily 
understandable to the student as well as 
interesting and thought provoking to the 
professional. In this third edition of a 
classic business text, the author has added 
a considerable amount of vital new ma- 
terial as well as updating the material pre- 
viously used. Of the eight new chapters 
that have been added, the standout in this 
reader’s opinion, is the chapter, ‘“Automa- 
tion and the Office.” No topic is more 
timely. The practical treatment of elec- 
tronic office equipment makes rewarding 
reading. 

With all the changes and additions, 
Mr. Terry keeps his original objective of 
presenting fundamental principles and 
successful practices clearly in mind. The 
book’s purpose remains essentially the 
same—how to get office work accom- 
plished as efficiently as possible. 

The use of case history material at the 
end of each chapter is well handled and 
a decided asset. The mind-probing ques- 
tions and problem-posing vividly pre- 
sented bring the text alive. Of the nearly 
50 new case histories that have been 
added to the book, many appear for the 
first time in print. 

The comprehensive scope of the au- 
thor’s approach to his subject is best 
shown by citing some of the 38 chapters 
that make up the almost 800 pages of the 
book. The reader will find the following 
areas amply covered: 


Scientific Office Management 

Office Correspondence and Reports 
Office Communication Services 

Records Retention 

Planning Office Work and Procedures 
Office Layout 

Organization of the Office 

Motivating Personnel 





* Published by Richard D. 
Homewood, Ill. $8.35. 


Irwin, Inc., 


Training, Recruiting and Supervision 
of Personnel 

Trade 

Unionism 

Wage Administration 

Quantity and Quality Control 

Measuring and Timing Office Work 

Manuals 

Costs and Budgets, etc. 


Here the reader will find answers or at 
least the method of approach used in solv- 
ing most office problems of management 
and control. The book’s main strength 
lies in its up-to-date treatment of current 
developments in this changing and dy- 
namic field. Few texts today treat this 
important subject in such clear and com- 
prehensive terms. 

The use of charts, graphs and illustra- 
tions as supplements to the text is intelli- 
gently handled. The same can be said of 
the appendix. Here Mr. Terry covers the 
history of office management, the impor- 
tant postal regulations, and type styles and 
sizes used for office forms. 

In summing up, this reviewer feels that 
Mr. Terry has made a vital contribution 
to current management literature. By em- 
phasizing modern management's approach 
to office work in the four major areas of 
the management process—planning, or- 
ganizing, actuating, and control—the au- 
thor presents an authoritative guide for 
every executive, office manager, worker 
and student interested in the evolutionary 
and revolutionary changes taking place in 
office management. 


THE CONTROLLED 
OVERHEAD PLAN* 


This booklet, detailing substantial over- 
head savings which can be effected by 
firms, contains information compiled in a 
special research study on overhead costs 
and points out ways to cut these costs. The 
plan outlines in detail savings in fringe 
benefits, record keeping, turnover, work- 
men’s and unemployment compensation 
costs. 


* Published by Manpower, Inc., 820 N. 
Plankinton Ave., Milwaukee 3, Wis. Gratis. 
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TAKE A GOOD BOOK 
ON YOUR NEXT TRIP 


These books aren't light reading but they 
are worth while and you will find plenty 


of meat in them... 


APPRAISING THE ECONOMICS OF ELECTRONIC COMPUTERS 


Every member of the management team needs a point of view 
and an approach that will be helpful in: (1) deciding whether 
a thorough study should be made; (2) organizing the computer 
feasibility team; (3) selecting areas for specific study; (4) de- 
termining equipment requirements and projecting costs; (5) 
installing the computer. 

Clothbound, 106 pages $4.00 

($3.20 to members of Controllers Institute of America) 


A CASE STUDY IN PLANNING FOR ELECTRONICS 


A thorough and step-by-step account of one corporation's plan- 
ning, investigation and preparation for EDP. Special sections of 
the study cover: early phases of electronics research; planning 
future electronics research; organizing and staffing for electron- 
ics research; and converting to electronic accounting. Executives 
will find that the principles outlined here can be applied to any 
corporation. 

Paperbound, 121 pages $4.00 

($3.00 to members of Controllers Institute of America) 


MANAGEMENT PLANNING AND CONTROL: 
THE H. J. HEINZ APPROACH 


A case study of the management planning and control, objectives, 
organization and methods of the H. J. Heinz Company. Tells how 
the various budgets are originated, approved and integrated into 
the company’s annual profit plan. Appendices include the formal 
statement of policies and objectives of the company. 
Paperbound, 114 pages $3.00 
($2.25 to members of Controllers Institute of America) 





CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 
TWO PARK AVENUE - NEW YORK 16, N. Y. 


WHOLE-DOLLAR ACCOUNTING 


Shows how you can increase productivity or reduce costs in the 

operation of your accounting department. Tells why and how 

companies switched to whole-dollar accounting. You can learn 

from the experience of others and save the “spade work” they 

experienced. 

Clothbound, 335 pages $7.50 
($6.00 to members of Controllers Institute of America) 


CASE STUDIES IN RECORDS RETENTION AND CONTROL 


The foremost study in its field gives case histories of many 
companies carefully selected to provide variety in size, location, 
profit margin, and product. The records programs range from 
simple and formative to elaborate and highly staffed. Your own 
records program can be started, or modified, after you see how 
other companies have solved similar problems in records reten- 
tion and control. 

Clothbound, 455 pages $7.50 

($5.75 to members of Controllers Institute of America) 


Controllership Foundation, Inc.: 
Two Park Avenue, New York 16, N. Y. 











CITY & ZONE __ _, STATE. 


Check enclosed [J Bill me later 9 


Orders from nonmembers outside continental U. S. 
and Canada must be accompanied by remittance 
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Financial Reporting Implications of Accounting 
and Electronic Data Processing (cominued from page 158) 


To perform these calculations and get 
the answers for all divisions usually re- 
quires about 60 days and an expenditure 
of eight to twelve man-months of effort. 
The regular schedule called for two such 
forecasts a year. Obviously this is a neces- 
sary but a rather expensive operation. We 
estimated these forecasts cost about $120,- 
000 a year. The difficulty was that by the 
time the forecasts could be issued they 
were obsolete due to changes that had oc- 
curred in the interim. The annotated fore- 
casts were difficult to use as a control tool. 
What we needed was a technique that 
could give us reliable information faster 


\\ 





Did you know that any company—large or 
small—can take advantage of modern data- 
processing methods to cut costs on clerical 


operations like these? 


STATISTICAL provides a service that combines 
automatic procedures with the latest comput- 
ing and tabulating equipment to give you all 


and a! system by which the forecast could 
be immediately updated to incorporate 
changes as they occurred. Our large-scale 
scientific computer provided the answer. 

Now we obtain headcounts from each 
department essentially as before. This is 
not a serious burden to the department 
managers. With the use of statistical tech- 
niques, historical data modified by revised 
headcounts and wage rates are used to 
make the projections. The computer is 
programmed to convert the headcounts to 
dollars at the rate ranges that apply and 
to compute overhead costs and rates de- 
tailed to major account classifications for 


Where do You STAND 


on Data-Processing’? 





Sales Analysis 


Accounts 
Receivable 


General Accounting 


Production Planning 
Inventories 


Budgeting 


Market Research 
Tabulations 


the reports you need. You get them faster, 
more accurately and at lower cost—without investing in additional man- 


power and equipment. 


If you have a tabulating department, STATISTICAL can help you cut costs in 
handling your overloads, retrenchments, conversions and special assignments. 


Just phone or write our nearest office. 


STATISTICAL 
facilities now include the 
IBM 650 electronic com- 
puter which opens new 
avenues of cost control to 
management. 


CHICAGO, 53 W. Jackson, HArrison 7-4500 
ST. LOUIS, 411 N. Tenth St., MAin 1-7777 + 


TABULATING 
TEMPORARY OFFICE PERSONNEL 











STATISTICAL) | 


TABULATING CORPORATION |) | 


Established 1933 - Michael R. Notaro, President 


CALCULATING TYPING 


NEW YORK, 80 Broad St., WHitehall 3-8383 


NEWARK, National Newark Bldg., MArket 3-7636 


| 
CLEVELAND, 1375 Euclid Ave., SUperior 1-8101 «LOS ANGELES, 541 S. Spring St., MUtual 8201 | 


KANSAS CITY, 20 W. 9th St., GRand 1-3622 
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the budget period. It would be possible to 
get a breakdown of each account for each 
department, but we have not felt a need 
for that fine a breakdown. 

The forecast is prepared in this manner 
at the beginning of the year for a 12. 
month period. The total elapsed time to 
obtain the departmental headcounts and 
develop the forecast is ten days or less, 
The computer time required for calculat. 
ing and printing is approximately one 
hour for each division. 

The forecast prepared on the computer 
is reviewed by the division controller for 
reasonableness. Accuracy is no problem, 
Planned changes which would not be te. 
flected in historical data will necessitate 
some revisions to the statistical pattern, 
These are inserted by changing the in- 
struction program and a new forecast is 
produced within the hour. In addition, as 
projects are modified either as to time or 
as to content, these modifications can be 
fed into the program and the forecast re- 
tun. This flexibility enables us to see at 
once the effect of changes on our operat- 
ing plan. The ability to incorporate 
changes rapidly obviates the necessity for 
preparing more than one complete fore- 
cast a year. We can always have a current 
plan available. 

The very large clerical effort formerly 
performed in division accounting depart- 
ments has been eliminated and the ac- 
counting staffs have been correspondingly 
reduced. 

We estimate that the electronic method 
of preparing forecasts will save us about 
$100,000 per year. Another advantage is 
that it now becomes possible to go into 
greater detail. In those areas with very 
large departments, the forecast will be 
broken back to cost centers for better con- 
trol. The clerical effort required under the 
manual method made the cost for this 
finer breakdown prohibitive. 

It is clear, then, that management is 
provided with a forecast that has meaning 
and can be used in planning the opera- 
tions and in bidding on new business. Be- 
cause the time now required to incorpo- 
rate changes is negligible, any forecast can 
be kept current. This is invaluable to man- 
agement in that it enables it to see the ef- 
fect of changes as they occur on the op- 
erating plans. Management at the corpo- 
rate, division and department levels has 
a clear view of the road ahead. 

As in our own case, the forecasting and 
budgeting activity for business operations 
is usually time consuming and expensive. 
Together the forecasts and budgets are es- 
sential to the development of operating 
control and profit planning for the enter- 
prise. By preparing the operating budget 
on the computer, comparisons with actual 
performance can be rapidly calculated and 
the results included in the various man- 
agement reports mentioned earlier with no 
delay in the availability of the figures. 
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This is well within the capability of exist- 
ing medium- and large-scaled equipment. 
Personally, I feel that where electronic 
equipment is already in operation, the ad- 
vantages gained from preparing all re- 
ports on a data processor more than offset 
the costs associated with such an installa- 
tion—provided all the necessary records 
from which the reports are prepared are 
also maintained by the data processor. 

There is a considerable gain in flexibil- 
ity, a substantial improvement in the time 
of availability, and a probable improve- 
ment in accuracy. As a direct measurable 
benefit, I am sure that in most cases the 
costs will be substantially less than with 
present methods. As to intangible bene- 
fits; what kind of price tag do you put on 
the ability to make one major timely deci- 
sion as a result of having necessary infor- 
mation available? 


CONTRIBUTIONS TO AN 
OPERATING PLAN 

With operating budgets and forecasts 
on the computer, management has a com- 
pletely new tool which has not heretofore 
been available largely because of time and 
cost factors. Budgets and forecasts, ade- 
quately developed, provide management 
with an operating plan. If adhered to, the 
plan assures attainment of the profit ob- 
jectives. 

The difficulty is that at the time the de- 
tailed operating plan is prepared, several 
assumptions must be made as to the im- 
pact that economic and competitive condi- 
tions, over which management has little 
or no control, will have on its ability to at- 
tain the goals established. The accuracy of 
these assumptions has an important influ- 
ence on the success of the plan. Usually 
the ability to prepare sets of budgets and 
forecasts based on different assumptions is 
limited by time and cost considerations. 
The calculations associated with any 
budget are involved and voluminous. Each 
change in the variables may require a com- 
plete new set of calculations. With the 
use of a data processor it is practical and 
desirable to develop a series of budgets 
and forecasts in which a range of alternate 
assumptions are employed. 

The ability to see the effect of these va- 
fiations on corporate plans can be ex- 
tremely helpful to management; for it is 
now possible, by altering the variables, to 
compute the projected results under the 
most favorable and the most unfavorable 
conditions. This improved visibility which 
the data processor provides affords man- 
agement a surer basis for the decisions it 
must make. 

Furthermore, in the event that the op- 
erating plan adopted turns out to be in 
conflict with the economic forces and com- 
petitive pressures, Management can have 
alternate operating plans developed and 
teady to implement if circumstances dic- 
tate the need. This added flexibility in 
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planning and the greater visibility it pro- 
vides can be extremely important to the 
success of future operations. 


AN AID TO LONG-RANGE PLANNING 
As a part of its long-range planning 
function, management has the responsi- 
bility of anticipating future needs. It must 
be ready to provide manpower, facilities, 
equipment and capital, as rapidly as they 
can be profitably employed in the busi- 
ness. New facilities and new capital are 
needed for modernization as well as for 
expansion. This long-range planning ac- 
tivity is usually carried on, either by vari- 
ous elements of the line organization on 
an informal basis, or by separate staff 
groups established for the purpose. 

The data used in preparing these plans 
include: 

1. Market studies, to measure the com- 
pany’s competitive position and to deter- 
mine industry growth patterns; 

2. Economic indices of, the national 
economy, such as_ prices, purchasing 
power, population trends, labor costs, etc. ; 

3. The cost of capital and other finan- 
cial market indicators ; 

4. Cost estimates 
equipment; and 

5. Profit and cash projections of com- 
pany operations. 

Details in specific plans, of course, vary 
with the company, but the purpose is an 
attempt to evaluate the impact each of the 
variables has on the company’s future op- 
erations. It is necessary to determine as 
accurately as possible what conditions are 
likely to exist five or ten years in the fu- 
ture and how the company’s objectives can 
best be realized under those conditions. 
This is a complex operation. Statistical 
techniques involving a considerable num- 
ber of calculations are the principal tools 
employed. 

Many companies regularly prepare five- 
year and ten-year projections. These are 
modified and recalculated many times be- 
fore they are frozen and put into effect. 
With the aid of a computer and the use 
of these same statistical techniques, this 
planning operation can be performed 
much more rapidly, with less manpower 
and at a greatly reduced cost. 

And, as in the case of budgeting, a plan 
once developed and programmed for the 
computer can be modified almost at will 
as events occur which necessitate changes. 
Refinements in programming will develop 
as experience is gained which will im- 
prove the reliability and accuracy of suc- 
ceeding original plans, thus reducing the 
need for changes. 

Future planning is an essential activity. 
Its neglect in some companies is due 
largely to its high cost. Electronic data 
processors applied to this activity can con- 
tribute to bringing the cost well within 
the reach of the medium-sized, as well as 
the large company. 

(Continued on page 184) 
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MACHINE 
ACCOUNTING 


is done easier 
on the new 


° LEZ 
STOCK TAB FORM 
made by 


SNAPOUT 


Accounting machine operators 
know that working with tabulat- 
ing forms that are close ruled 
increases fatigue and eye strain. 

Now, this problem can be elim- 
inated with the all new I-EZ stock 
tab form manufactured by Snap- 
out. 

The amazing results of !-EZ are 
accomplished by printing alter- 
nate light green bands across the 
face of the form every other 
1/6 inch. 

These colored bands act as a_ 
visual guide for reading infor- 
mation easily and accurately. 

The net result; of 1-EZ forms is 
to increase productivity and de- 
crease errors. I-EZ saves money, 
too. Fewer forms are needed 
since it is not necessary to double 
space entries with I-EZ. 

For complete information and 
samples on I-EZ and our regular 
line of Snapout stock tab forms 
and custom tabulating forms, send 
in the coupon below attached to 
your letterhead. 





Please send ples and detail 
on your I-EZ form. 


NAME 





TITLE 





FIRM 





ADDRESS. 





CITY STATE 


THE SNAPOUT FORMS CO. 
CHARDON, OHIO 
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PLAN 
FOR 
JUNE 


Combine the Western Regional 
Conference with a bit of va- 
cation in the scenic Northwest. 


Listen to experts and take 
part in discussions on: 


The money market and 
economic outlook; tax 
policy in recession ; 
management research 
and services. 


Exchange ideas with fellow 
controllers and with speakers 
who include: 


Bankers, economists, tax 

lawyers, revenue men, 

public accountants, man- 
agement consultants, research men. 


Relax and enjoy the scenery. 
Meet old friends at the 
reception and 

make new ones 

on the boat trip on Puget 
Sound to Kiana Lodge—where 
you will take part in a 

salmon bake. 
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¢ THE 
DATES 


JUNE 5-7 


Olympic Hotel 


SEATTLE 


Washington 


Sponsored by the 


SEATTLE CONTROL 
OF 
CONTROLLERS 
INSTITUTE 
OF AMERICA 
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Financial Reporting Implications 
of Accounting and Electronic 
Data Processing (Cont. from p. 183) 


OTHER POSSIBLE APPLICATIONS 


Now there are other management areas 
that we should point to in which data 
processors can perhaps provide a useful 
service. 

What about acquisitions and mergers? 

The man-years that go into determining 
fair values, developing a basis for an ex- 
change of stock, and the numerous other 
financial elements of such a transaction are 
a responsibility of the financial depart- 
ment to management. The elements used 
in making the calculations can be pro- 
grammed for a data processor. The weight 
of each factor can be adjusted to produce 
an array of answers from which decisions 
can be made. 

There is frequently a considerable 
amount of financial data required in /abor 
negotiation. The cost of demands made by 
labor and a determination of their effect 
on operations are required information. 
In much the same way that budgets can be 
adjusted, alternative proposals can be 
quickly evaluated for their effect on op- 
erations. Inability to obtain this kind of 
information in sufficient detail has been a 
major handicap to management in this 
area. 

Other management problems, in which 
the data processor in combination with 
statistical or mathematical techniques can 
rapidly produce the variety of informa- 
tion needed in the required detail, include: 

1. Measuring profitability of product 

lines ; 

2. Maximizing return on investment; 

3. Measuring market participation; 

4. Anticipating fluctations in business 

activity levels; 
. Optimizing utilization of facilities; 
. Projecting cash flows; 
. Budgeting capital expenditures; and 
. Measuring the effectiveness of the 
planning function itself. 
By programming the computer to per- 
form the voluminous calculations neces- 
sary, the analytical groups engaged in 
these activities will have more time to 
devote to analysis and interpretation. 

The information will be timely in get- 
ting to management and the problem of 
updating is virtually eliminated. 


ONAU 


FUTURE IMPLICATIONS OF EDP 
ON FINANCIAL REPORTING 


All these suggested applications (and 
the list is certainly not exhaustive) carry 
an implication that electronic data proc- 
essors make it possible to produce more 
information and produce it faster. This 
capability if not properly used could be- 
come a liability rather than an asset. It is 
almost a truism that management already 
receives more information than it can 


read or absorb. Therefore, if practical use 
is to be made of the better information jt 
is now possible to develop, reporting 
techniques must be improved. A way 
must be found to make use of the better, 
more complete information available and 
at the same time reduce the amount of 
detail being reported. The effect of te. 
porting must be to require less of man. 
agement’s time for absorption in order to 
have more time available for decision and 
direction. 

As the use of electronic data processing 
is extended to include all the aa neces- 
sary to the preparation of management f.- 
nancial reports, the need will develop to 
make more efficient use of the equipment, 
The ability to store all the necessary data 
and to keep them current on a daily basis 
raises the question of whether or not it is 
still necessary to make complete reports 
on a monthly basis. 

Possibly a more economical use of man- 
agement’s time could be gained by de. 
veloping a method of reporting in which 
one complete report incorporating not 
only company operating information, but 
also industry and economic data, would 
be presented three or four times a year. 
Reports on company operations that were 
not performing according to plan would 
be prepared as the situations arose. This 
is really an extension of the concept of 
reporting by exception. The files would be 
so arranged that data related to all phases 
of the operation are available in any de- 
tail that might be required. 

I am not suggesting an answer to the 
question, but I think we must recognize 
that the accessibility of information in 
data processors is much greater and faster 


than under previous record keeping pro- 


cedures. If this does permit the use of 
more efficient reporting techniques, we 
should exploit this advantage. 


Convention Costs 


and Accounting 

(Continued from page 167) 

carry the winners, and the resort hotel it- 
self. 

The direction and duration of travel de- 
pends to a large extent on the time of 
year, as well as on the amount of the 
award. Florida and Nassau are recom- 
mended in December, January, April and 
May. Bermuda should be avoided from 
March through July. Puerto Rico and the 
Virgin Islands are desirable except for 
the months of January through April, 
when the tourist season is in full swing 
and hotels are filled; the same is true for 
the rest of the Caribbean area. 

Las Vegas is good anytime from Sep- 
tember to May; this also is the best time 
for Havana, where new hotels under con- 
struction will greatly improve that city’s 
convention facilities. Las Vegas is also 
augmenting its hotel and convention ac- 
commodations to keep up with the de- 
mand for space. (Continued on page 1 “ 
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THE COST OF 
AN INCENTIVE TRIP PROGRAM 

The size of the incentive program de- 

ads on what you want to accomplish. It 
costs more to sell more and a manufac- 
turer or distributor who wants extra results 
must spend accordingly. Normally he 
should expect to apply five per cent of his 
billings for the contest to the cost of the 
promotion. For example, he would offer a 
$400 trip to each dealer buying $8,000 
worth of merchandise—leaving it up to 
the dealer to sell the goods he buys. The 
same trip awarded for $10,000 in orders 
is a promotion expense to the manufac- 
turer of only four per cent—in other 
words, he is getting more for his money. 
On the other hand, if he chooses to give 
the same prize for only $5,000 in orders, 
his promotion costs rise to eight per cent. 

In each instance, the trip is designed 
primarily to move merchandise into the 
store; the manufacturer leaves it to the 
dealer to move the goods out again. Be- 
cause of the dealer's cash investment, it 
may be assumed they will not gather dust 
in the showroom. 

The cost of the agency, which is in- 
duded in the total cost of the promotion, 
will vary with the job which the agency 
is hired to do. Over all, the fee might 
fluctuate around 10 per cent of the cost of 
the program ; however, due to the great 
variety of sales incentives and the wide 
range of spending, the agent must base 
his charge on the service he provides, 
rather than on the price of the promo- 
tion. 

For the manufacturer or distributor 
who sponsors the promotion, the cost is 
tax free as a legitimate business expense, 
of course, and may be deducted before 
profits. Similarly, the trip is tax free to 
the winner if he devotes a certain amount 
of each trip to business sessions. If wives 
accompany their husbands, they attend 
special meetings to teach them how to 
help their husbands in business. This also 
puts their prize in the tax-free category. 

Aside from the sales field, where it 
has its primary application, travel incen- 
tive has corollary uses in the factory, too, 
where free trips can be used to spur work- 
ets to greater efforts when production 
lags behind orders. One of the earliest 
examples of this application came in 
World War II in the New York area. Em- 
ployes of an electronics manufacturer in- 
creased production of high-priority equip- 
ment for the U.S. Navy by seven per cent 
and won all-expense paid vacations. The 
wartime shortage of resort hotels and 
transportation was a major problem, but it 
was solved too by taking winners by bus 
to 60 different resort areas, all within a 
250-mile radius of New York City. 


AUDITING SERVICE 
Also of interest to the company con- 


troller as an indirect, but important sav- 
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ing, is another service which the outside 
agency can provide—a detailed audit and 
report of expenses. This service can be 
rovided on all meetings but it is espe- 
cially helpful on company conventions 
where the number of persons involved 
usually is much greater. Such a service is 
a ‘‘natural’”’ for any agency which makes 
and handles convention arrangements. It 
has proved invaluable to the controller 
who otherwise must assign his own staff 
and pull it away from its normal duties 
to handle a mass of convention details. 
Such an audit can be, if desired, detailed 
to the point of noting the number of each 
food check for restaurant charges. Thus 
the agency can save both time and money 
for the client by auditing all bills and 
rendering a full and fast accounting. 


Are Controllers Planning 
for Their Own Retirement? 
(Continued from page 164) 


one’s own eyes and ears are wonderful 
tools for the person who knows what he 
wants to see and hear. There is always the 
opportunity for first-hand observation of 
the experiences of others. 

Financial stability is a very important 
factor in a person’s retirement plans. The 
replies pointed to one widespread condi- 
tion. Many of the controller-respondents 
must depend largely upon their com- 
panies’ plans for post-retirement income. 
There are many limitations to an execu- 
tive’s ability to accumulate personal wealth 
in sufficient amount to give him a strong 
feeling of personal independence. Experts 
in estate-planning insist, however, that 
people of similar status can achieve ex- 
cellent results in their own behalf by well- 
arranged saving and investment programs, 
started early, and systematically main- 
tained. 

Financial stability, important as it is, 

should only be a means to an end. Many 
feel that wealth alone may be defeating. 
The person who has led a dynamic, suc- 
cessful executive career may easily suffer 
physical or moral deterioration if plunged 
into a life without further sense of pur- 
pose, even though financially ‘cleaned. 
One essayist summed it up thus: 
The paradise we seek for old age is not a 
rocking chair in which to sit and twiddle 
our thumbs, but a place where we may use 
our strength and gifts and knowledge and 
experiences to finish our job or to do other 
jobs for which we never had time. Activity 
in a useful role gives a feeling of adequacy 
and accomplishment. 


RELATED READING © 


Haase, Paul, “Retirement Into Life,” 
CONTROLLER, September 1954, p. 401. 

Siddall, K. Y., Book review of ‘Some Obser- 
vations on Executive Retirement,” by Harold 
R. Hall, THE CONTROLLER, April 1953, 
p. 186. 
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SOME OBSERVATIONS ON 
EXECUTIVE RETIREMENT 


by Harold R. Hall. Published by 
Division of Research, Graduate 
School of Business Administration, 
Harvard University, Boston. 
When should an executive retire? How 
can the company help an executive's re- 
tirement program? What financial prep- 
arations are necessary? What are the 
wife’s responsibilities? 
Copies of the 24-page digest 
(inc. reference reading list) 
available at $1.00 each from 


CONTROLLERSHIP 
FOUNDATION, INC. 


Research Arm of Controllers Institute 


Two Park Avenue 
New York 16, N. Y. 
Orders from nonmembers outside 


Continental U. S. and Canada 
must be accompanied by remittance 








American Appraisals 
reduce uncertainties 
about depreciation 


American Appraisal analyses of 
property and “remaining life” studies 
reduce variance factors in measuring 
depreciation, and provide a depend- 
able basis for determining costs, pro- 
fits and taxes. 


The 
AMERICAN 


APPRAISAL 


Company 


leader in property valuation 
HOME OFFICE: MILWAUKEE 1, WIS. 
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Music Hath Charms 

A study of the effect of music on cleri- 
cal performance, conducted by the man- 
agement firm of Stevenson, Jordan & 
Harrison, Inc., and reported by Muzak, 
Inc., indicates that productivity for cer- 
tain operations does increase when music 
is used in the background. 

In one case—a large publisher—the 
study indicated an over-all increase of 
8.03% in productivity for those who were 





CONTROLLERSHIP INFORMATION SERVICE 


oteA 


inserting literature into envelopes, etc. In 
the accounts payable section of a large 
corporation the study indicated that re- 
duction of errors went from 8.83% before 
the introduction of music to 5.42% after 
the introduction. A different study, by an 
executive of a large Southern public util- 
ity, on certain key punch processing in- 
dicated that productivity increased 15.7%, 
while the error rate per thousand cards 
punched dropped 37.05%. 


A selected reading list developed bj 
CONTROLLERSHIP FOUNDATION 
in answer to recent inquiries about 


COMPANY MANUALS 


During recent months, Controllership Foundation has received several inquiries about 
the preparation, form, and content of various kinds of company manuals—policy, 
procedures, or operations. Because of this interest, the Foundation has prepared the 
following list of selected references to background reading for personnel who may be 
assigned the task of planning and preparing manuals for their companies. Though these 
references by no means constitute a complete list of all published material on this sub- 
ject, they cover the general form and content of the different types of manuals com- 


monly in use, together with suggestions for planning and preparation. 


PERIODICALS 


American Business 
Phelps, F. W., “Development of a Job Pro- 
cedure Manual,’ June 1956, p. 12 +. 


British Management Review 
McDonald, D., “Interpretation and Imple- 
mentation of Policy,” June 1951. 


Factory Management and Maintenance 


Greaghead, Robert M., ‘So You're Going to 
Put Your Policy into Writing,’ March 1955. 


Management News 
“Preparation and Use of Policy Manuals,” 
July 1953. 


NACA Bulletin 

Ackerman, Albert D., ‘“‘Preparation of a 
Branch Office Manual,’”’ April 19, 1952. 

Kean, Milton J., “Some Suggestions for 
Preparing a Chart and Manual of Accounts,” 
April 1956, Sect. 1, p. 1002. 


The Office 
Marien, Ray, ‘“‘How to Build a Comprehen- 
sive Forms Control Manual,” February 1957, 


p. 69 +. 


O ffice Executive 

Ramsden, Elizabeth, “Procedure Manuals 
Have Many Practical Uses If Properly Com- 
posed and Kept Up To Date,”’ September 1957, 
p. 28 +. 


THE CONTROLLER.............. 
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Office Management 

Marien, Ray, ““Why Not Let Operating De- 
partments Draft Their Own Procedures?” Au- 
gust 1957, p. 26 +. 


Personnel Journal 
Rogers, R. C., “Written Policies and Stand- 
ard Practice Instructions,’ November 1949. 


PAMPHLETS, PROCEEDINGS, REPORTS 


Company Insurance Administration, Studies 
in Business Policy, No. 81, National Industrial 
Conference Board, Inc., New York, $3.00—see 
“Manuals, Reports and Records,” p. 59. 


Proceedings of the 1956 Annual Conference 
of the Life Office Management Association, 
September 17-19, 1956, Chicago, 1956, 502 
pp.—see ‘Preparation and Maintenance of a 
Procedure Manual” by Everett O’Brien, p. 
371+. 

Cooper, Joseph D., Written Instruction Sys- 
tem: How to Communicate Policy and Pro- 
cedure, U.S. Post Office Department, Silver 
Spring, Md., 1955. 


BOOKS 


Cooper, Joseph D., How to Communicate 
Policy and Procedure, Bureau of Business Prac- 
tice, National Foremen’s Institute, 100 Garfield 
Avenue, New London, Conn., $12.50. 
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The study classified the operators as to 
differing productivity levels, varying de. 
grees of experience, age, education level, 
intelligence (as indicated by word test), 
manual dexterity levels (as indicated by 
standard “‘sorting type’’ manual dexterity 
test), and different error rates (as indi- 
cated in the manual dexterity test). 


Computers Pay Off for Big Concerns 

For large corporations, according to 
opinions expressed at an AMA computer 
conference, huge electronic computers are 
more than earning their keep. Dollars. 
and-cents operational savings as well as 
incalculable improvements in efficiency in 
all types of business organizations have 
been reported. Small- and medium-sized 
companies, however, have had to take a 
long look at data-processing devices be- 
cause the potential savings are not so ap- 
parent and the initial cost or rental was 
higher in proportion to their assets. Cur- 
rently, computers sell for $35,000 to $3 
million; rental charges run from $1,000 
to $60,000 a month; installation, includ- 
ing a site and essential temperature and 
humidity control, costs from $75,000 to 
$100,000 additional and programming 
and other functions take another $100,000 
to $400,000 yearly. 

Increases in orders from big companies 
were reported by the principal computer 
manufacturers. 


This Electronic World 

The State of Illinois is using an IBM 
650 for its driver-licensing and driver- 
control programs. Punched cards contain- 
ing new information are fed into the sys- 
tem and immediately recorded on_ the 
appropriate drivers’ records in a master- 
tape file; at the same time, all the appro- 
priate actions resulting from the driver's 
new record are recorded on another tape 
which is then used to print the necessary 
warning letters, suspensions, revocations, 
cancellations and new abstract of records. 
Each revocation or suspension order is 
accompanied by an abstract of the driver's 
record for review. The system makes it 
possible to adopt a new type of perma- 
nent driver’s license number which estab- 
lishes a positive identification of the per- 
son to whom the license is issued. 


Record Controls’ 
skilled staff is 
prepared to 
study your office 
routines and 
co-ordinate 
your records 
system, recom- 
mending proper 
equipment and 
machines to 

do the best job. 


INC 





RECORD CONTROLS, INC. 


CHICAGO °¢ 209 S. La Salle Street 
NEW YORK °  60 East 42nd Street 
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3 NEW DITTO DUPLICATORS 


MAKE QUICKEST, SHARPEST, LOWEST-COST COPIES 
of anything you write, type, draw or trace on a DITTO Master 
3 x5" to 9”"x14"...1to 5 colors at once 


NEW 


DITTO D-30 
Hand Operated 


DITTO D-31 
=A You a fos 





From speed and precision to economy and widest useful- ...Copies are delivered face-up, flat and dry. @ If block- 
ness, these masterful new duplicators anticipate every outs are used they attach instantly to the slotted drum. 
business need. Any operator turns out 120 bright copies Stainless steel parts resist wear and corrosion. @) Fluid 
a minute, up to 300 copies per master, and on short runs level indicator, and copy counter, keep constant auto- 
the master may be filed and re-used until entire dye de- matic check on operation...and the handsome gray 
posit is exhausted. (@ ‘‘Magic’’ Copy Control meters the and green finish is pleasant to see and work with! 

correct fluid flow for all-over brightness of any size copy Use the coupon, get samples of work, see a demonstra- 
...Fingertip adjustment registers master-to-copy instantly _ tion in your office on your own work. 


low-priced—hand operated 
DITTO D-20 


...and here, reversing the price trend, is the new precision- 
built DITTO D-20. Priced so low that now every office can have 
one, can fully enjoy the administrative advantages of fine 
DITTO duplication. Makes up to 300 bright copies of anything 
you write, draw, type or trace on a DITTO Master...... on 
card or paper stock 3” x 5” to 9” x 14”...in 1 to 5 colors at 
once...at 120 copies a minute...up to 300 copies per 
master. ‘‘Magic’’ Copy Control meters correct fluid flow for 
all-over brightness of any size copy...wear and corrosion- 
resistantstainless steel parts...quiet, balanced operation. Use 
coupon for work samples, see demonstration in your office. 






a: 


DITTO, Inc., 6890 McCormick Rd., Chicago 45, Ill. 


Ditto of Canada, Ltd., Toronto, Ontario 
Ditto (Britain) Ltd., 126/128 New King’s Rd., Fulham, London, S.W. 6, England 


Please send me samples duplicated on the new DITTO () D-30 ( D-31 O D-20 
0 Arrange demonstration of the machine I've checked above 




















ree — Name, Title 
oe ae "=a=mans Firm 
Address 
Your Single Source of Everything in Duplication City Zone State/Prov 
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TOPR-MEN ....-. 

At the annual meeting of the board of 
directors of the Roddis Plywood Corpora- 
tion, Marshfield, Wis., C. H. Blanchar was 
elected to the presidency of the company ; 
he had previously served as treasurer and 
controller. . . . Norman F. Luekens was 


Forman Distillers Corporation, Louisville, 
Ky. Mr. Dorsey is a past president of the 
Louisville Control of Controllers Institute. 
.. . Earl L. Ordell was appointed comp- 
troller of the Northern Pacific Railway, 
St. Paul, Minn. . . . William J. Hogan is 
now executive vice president-finance as 





as its vice president-finance. 

James F. Daly has been elected to the 
newly created post of associate controller 
of the Long Island Lighting Company, 
Mineola, N. Y. . . . Raymond G., Park. 
hurst recently became treasurer of Santay 
———. Chicago, Ill.; he is suc. 
ceeded as assistant treasurer by Vern C. 
James. 


ADDITIONAL DUTIES FOR... 

J. C. Bumgarner who was recently 
elected controller of Sunray Mid-Conti. 
nent Oil Company, Tulsa, Okla.; he will 
continue as controller of D-X Sunray Oil 
Company, a subsidiary. . . . August J, 
Thoma has become vice president and con. 
troller of Air Reduction Company, Inc, 
New York. . . . Federal Screw Works, 
Inc., Detroit, Mich., recently elected F, J, 
Sullivan as secretary and treasurer. 





MR. BLANCHAR 


recently elected president of the Geo. 
Worthington Company, Cleveland, Ohio, 
of which he was formerly secretary and 
treasurer. 


PROMOTIONS ... 
Earl A. Dorsey recently was elected 
treasurer and director of finance of Brown- 


MR. DORSEY 


MR. PARKHURST 


well as a director of American Airlines, 
Inc., New York. 

The election of George V. Myers as 
vice president-production of Standard Oil 
Co. (Indiana), Chicago, was recently an- 
nounced. . . . Lehigh Portland Cement 
Company, Allentown, Pa., recently an- 
nounced the election of R. William Rose 











nancial functions. 





confidence. 
Box D 2313, The Controller 











Financial Vice President 
$45,000 plus Bonus plus Stock Option 


Our company is a nationally known manufacturer of metal prod- 
ucts. We have grown steadily, we are sound financially and our 
markets are well diversified. Volume is over $80,000,000 annually. 


As the result of continued expansion we are creating this new po- 
sition. The executive who joins our firm in this capacity will be 
expected to formulate long and short range financial policy, handle 
stockholder relations, appraisal of possible acquisitions, profit anal- 
ysis and forecasts and all other phases of the accounting and fi- 


We prefer a man in the age range of 40 to 50 who has demonstrated 
his ability to carry out these responsibilities successfully. A back- 
ground with a manufacturing company would be most helpful. Liv- 
ing and working conditions are excellent. 


If you wish to talk with us about this challenging opportunity, we 
would welcome your reply giving age, present connection and a 
brief description of your experience. It will be treated in absolute 








2 Park Ave., New York 16, N. Y. 














MR. BUMGARNER 


MR. MacMILLAN 


COMPANY CHANGES .. . 

International Shoe Company, St. Louis, 
Mo., recently announced that Robert O. 
Minnig has been named vice president and 
treasurer and William J. Banks was elected 
comptroller and assistant secretary. . . . 
O. Townsend MacMillan has returned to 
the New York office of the New York 
Telephone Company as vice president-rev- 
enue requirements and merchandising; he 
is a past president of the New York City 
Control of Controllers Institute. Mr. Mac- 
Millan is succeeded as vice president-up- 
state region, Albany, N. Y., by Benjamin 
H. Oliver, Jr. 


NEW APPOINTMENTS .. . 

Maynard F. Carter was elected treasurer 
and secretary, as well as a director of the 
Mutual Products Co., Inc., a new corpora- 
tion formed by the Worcester Pressed 
Steel Co., Worcester, Mass. ; he retains his 
title as comptroller and secretary of the 
parent corporation. . . . John C. Tiedeman 
has been appointed assistant comptroller 
of the Philadelphia National Bank, Phila- 
delphia, Pa. . . . Marion H. Simpsen has 
joined Fox Paper Company, Cincinnati, 
Ohio, as assistant controller. . . . Edwin F. 
Chinlund has been named chairman of the 
board for 1958 of Scandinavian Airlines 
System, Inc., representing Sweden. He is 
chairman-finance committee of R. H. 
Macy & Company, Inc., New York. 

(Continued on page 190) 
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Actually—with Tape-Talk—F'riden 


has re-invented the office 





Functions haven’t changed—only the basic working method. 
In office after office nowadays, you see the flow of paperwork 
being handled automatically by Friden Tape-Talk machines. 


These machines read and write and calculate with punched ot 
paper tape. Applications include invoicing, sales orders, shipment oy 
manifests, inspection reports, time cards, inventory... « 

Friden promises this: In exact proportion to the degree of office QQ. 
automation you wish to achieve, Friden Tape-Talk machines will Xé 


(1) Eliminate need for manual movements and operator decisions; 
(2) Increase work volume output without increasing payroll costs 
or overtime; (3) End errors in data recopying. 

Call your nearby Friden Man or write Friden, Inc., San Leandro, 
California ...sales, instruction, service throughout the world. 


rriden 
fran the ; 


Seloctadato® automatic Rw) 
tape reader-selector-sorter Q 


7+ @ 4 © Friden, Inc. 








GloxowitirP automatic tape 


writing-accounting.machine ®n tomatic tape 
ee department in one desk 


Trlodate®, Automatic Odid.-Puncl® Automatic 


tape transmitter-receiver code tape adding-listing machine 


I) Automatic. nut - Output Machine 


Friden Mailroom Equipment 


. 


Gustownriter” automatic | \ y Friden fully automatic Calculator— 
justifying type-composing machige Friden Natural Way Adding Machine The Thinking Machine of American Business 
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Personal Notes Ac 
(Continued from page 188) N 
U; 


EXTRACURRICULAR ACTIVITIES . . . 
THE SEARCH FOR BRAINS George J. Wachholz, controller, Mip. e. 


nesota Mining & Manufacturing Com. — ring 


IN 1962 will be easier if you pany, Minneapolis, Minn., has been } in W 
named chairman of the Program Commit. conti 

2 - tee for the 39th International Accountin ment 

do something about it NOW ° es 8 Conference of the National Associatiag tions 


of Accountants. This meeting is scheduled bly t 
for June 22-26 in Chicago. Assisting Mr, § eithe 
Is your firm telling high school seniors and college students about Wachholz will be Peter M. Chiuminatto, } basic 
the broad area of accounting careers today to insure having adequately secretary-treasurer, Charmin Paper Mills, f hour 


Inc., Green Bay, Wis. Mr. Wachholz f  ditio 
° : > : : ; z 
trained accounting personnel tomorrow: served as program chairman for the 1955 costs 





; Midwestern Regional Conference of Cop. ment 

The National Committee on Education of Controllers Institute of trollers Institute and Mr. Chiuminatto was | costs 
America has prepared this three-color 16-page booklet to help you a discussion leader for the Paper Products [to pl 
inform today’s students of the many career opportunities that stem Industry Conference of the Institute's An. } too ¢ 
from academic training in accounting. nual National Conference in both 1954 these 
and 1955. | whet 


Herbert M. Kelton, vice president-f. | state 


The result of two years’ work and constant consultation with leading nance, United Slates Robber Co. ae aeth 


educators, this booklet answers the questions most often asked by York, has been elected a member of the | see \ 
students who are undecided upon a career. The Committee has already Advisory Board of the Rockefeller Center at p 
sent sample copies to colleges, secondary schools and guidance office of Chemical Corn Exchange Bank. that 
counsellors throughout the country. Mr. Kelton has recently completed service D 
as assistant treasurer of Controllers Insti- tion. 

tute of America. 
YOU CAN PLACE YOUR OWN IMPRINT ON THE BOOKLET IF YOU WISH ute of America com 
TO IDENTIFY YOUR COMPANY’S INTEREST IN YOUR COMMUNITY amit 
SPEAKERS ........ costs 
Donald P. Jones, comptroller, Sun Oil ee 


Company, Philadelphia, Pa., and general | “ti¢ 
chairman of the 1958 Annual National [| *P 









Conference of Controllers Institute of ucts, 
DESIGNED FOR DISTRIBUTION America, which will be sponsored by the to ¢ 
‘ : Philadelphia Control, spoke at George sae 
by corporations to high school Washington University : a group in the T 
graduates and college under- Navy Graduate Comptrollership Program. rs 
an business graduates in their recruiting . . . E.H. Thorsteinson, vice president and i 
moving UP ae is : controller, National Supply Company, and | 4" 
areas, this “career” booklet is past president of the Pittsburgh Control I 
aimed at attracting students to . bse rages Institute, presented the f we 
: eT third in the 1958 Cameron Lecture Series ay 
accounting and p ieee a at Trinity University, San Antonio, Texas, tim. 
\ with future accounting per- on March 6. His subject was ‘Financial we 
sonnel. Tools for Management.” - 
ce 


\ 
William D. Sullivan, comptroller, Lum- 
25¢ per copy bermens Mutual Casualty Company, Los § °°“! 
Angeles, Calif., spoke before the February F 
meeting of. the NAA, Long Beach 
(Calif.) Chapter. . . . Earl Page, con- 
/ troller, the Colorado Fuel & Iron Corpo- 
. Place Your Onder New: a ration, Denver, Colo., told of ‘The Re- 
7" sponsibilities of a Controller’ at the Feb- 








: : ‘Ap-58 ruary 27 meeting of the Rocky Mountain 
1 Controllers Institute of America Caps | y 8 § 
Staats alli i New York 16. N.Y l Control of Controllers Institute. .. . 
a ee ae pryra ape W. Stanley Rothwell, treasurer, Abitibi 
» Sendme........ copies of “Moving Up in Business—A Look at Managerial rece : — mesa ae vas 
| Accounting” at 25¢ per copy postpaid (Check enclosed ) (Bill melater ) | CHES SPORREE A TRE Baan a 
: of the Toronto Control. His subject was 

“Financing a Growth Company.” 
ee Se ee xp ot reas | Re eM Ae l cing a G h Company 
| 
PRUE Ate hc ashe tera Sie. Social wh hi SRN 4S de hy SRD a Olan GRaaa TAME AALS aa Adon tees pape PAS WANTED—CONTROLLER MAGAZINES 
I We’re sold out again on these issues needed to 
| | _—- “back-copy “gaa gues of to fill 
sy sak essa loa’ dat eh Shsasa ela tc ghee So so Gs eck cence ea “single copy’ requests: Mar. 757; June 
| ADDRESS ...... eee ee ee a | Nov. ’57; Jan. ’58. If you have extra copies of 
{ \ aoe — yous bis as ane will part with them, 
, 7 > send to the irculation Manager. 

po CTY oe eee eee eee eee, QUOTE: <ecicsse sicsa: bicdars AND DD cc keh eae tela Ae waa coins on 
| ES er ee ne EY bats Se Bene Spo ety pen | | Two Park Ave. New York 16, N. ¥. 
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NLESS a company’s accounting and re- 
U orting procedures clearly set out in 
appropriate detail all labor-related costs, 
the answers to such important and recur- 
ring questions as the full cost of increases 
in wages and fringe benefits, changes in 
contract terms, cost of proposed manage- 
ment policy, changes in working condi- 
tions, vacations and pensions will proba- 
bly understate the cost of an increase in 
either the basic hourly labor rate or the 
basic salary. Steadily increasing basic 
hourly and salary rates together with ad- 
ditions to and increases in labor-related 
costs have made it essential that manage- 
ment have an accurate knowledge of these 
costs in order to make sound decisions and 
to plan for the future. Unfortunately, it is 
too often true that needed information on 
these costs is not readily available and 
when these costs are displayed in cost 
statements they are too seldom brought to- 
gether in such a way that management can 
see what they are and their amounts both 
at present and after proposed decisions 
that will affect them. 

Digging deep into the problem, the Na- 
tional Association of Accountants has 
completed a research study which re-ex- 
amines practices in accounting for labor 
costs and labor-related costs. The report 
gives attention to definition and classifi- 
cation of these costs, to methods for in- 
corporating such costs into cost of prod- 
ucts, and to reporting techniques designed 
to communicate to management the full 
amount and significance of labor costs. 

The NAA report is based on the prac- 
tices of 48 companies selected to present 
a cross section of the different types of 
manufacturing industries. 

In showing the critical importance of 
labor-related costs and their steadily up- 
ward trend, the study pointed out that es- 
timates of benefits range sometimes to 
over 50% of payroll, with an average of 
20%. The benefits considered in the per- 
centages include premium payments as- 
sociated with hours worked; legally re- 





Accounting for Labor Costs 


quired items; voluntary or agreed-upon 
items, such as pensions and insurance; 
payments for time not worked, such as va- 
cations and coffee breaks; and miscellane- 
ous items, such as bonuses, stock-buying 
programs and profit-sharing paymenis. 

The NAA research team in its field 
studies found that few of the 48 compa- 
nies participating in the study are able to 
report to management the full amount of 
labor-related costs. The report further 
brought out that there is considerable lack 
of uniformity in definitions and classifica- 
tion of these costs. However, analysis 
showed that the majority of labor-related 
costs are related to either payroll dollars 
or to the number of employes, with a 
third group unrelated to either payroll or 
number of employes. 

Investigation showed that product costs 
are wanted for three principal purposes: 
costing inventory, measuring — 
of products and guiding product-pricing 
decisions. Company practice varies widely 
in the extent to which labor-related costs 
are included in inventory costs. The ex- 
planation of some companies for omitting 
such costs as pensions, separation pay, and 
group life insurance was that these costs 
are considered to be administrative costs 
rather than manufacturing costs. It was 
brought out, however, that all labor-re- 
lated costs except those of an extraordi- 
nary nature are included in product costs 
when measuring profitability of a product 
and for developing costs in order to set a 
price on a product. 

In its study, the NAA research staff 
developed a manufacturing cost report 
which can meet management’s needs for 
full information on labor costs and labor- 
related costs. The same general form is 
suitable for reporting to top management, 
departmental supervisors and foremen 
and can readily be adopted to an indi- 
vidual company’s needs. Separate labor- 
related cost items can be reported and 
studied through supplementary reports, 
the frequency of issue depending on need. 





CHANGING YOUR ADDRESS? 


Notice of change of address for THE CONTROLLER should 
be received in the editorial offices of THE CONTROLLER, 
Two Park Avenue, New York 16, N. Y., before the first of 
the month to affect the following month’s issue. For instance, 
if you desire the address changed for your June issue, we 
should be notified of your new address before May 1. Be 
sure to include your postal zone as well as your old and new 


address. 
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RESIDENTS of major U.S. industrial cor- 

porations earn an average of $111,500 
a year in direct compensation and, after 
taxes and living expenses, have from 16 
to 20 per cent left for investment or other 
voluntary spending. These are highlights 
from a new survey of 109 company presi- 
dents made by Dun’s Review and Modern 
Industry and published in the March issue. 

Three fourths of the companies sur- 
veyed are among the 400 largest U.S. 
corporations. The average company in the 
surveyed group has assets of $246 mil- 
lion, annual sales of $291 million, more 
than 15,000 employes, and 16 U.S. plants. 

Although he is very likely in one of 






EMPLOYMENT °* 


EQUIPMENT * MISCELLANEOUS 


The Company President’s Pay Check—and Where It Goes 


the top tax brackets, the company presi- 
dent has little chance of becoming a mil- 
lionaire. In fact, if he saved 20 per cent 
of his average compensation every year— 
the amount he says he has left out of 
what he makes—it would take him about 
45 years (without interest) to accumulate 
$1 million. 

As would be expected, a closer look at 
the survey findings reveals that the presi- 
dent’s average total direct pay of $111,- 
500 conceals a wide range of actual com- 
pensation. Two in ten men receive less 
than $75,000 a year, including currently 
payable bonuses and profit sharing. About 
one man in ten gets somewhere between 





RATES: $5.00 per inch or fraction thereof each insertion. 50¢ each additional line. Payable 
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box number. Closing date 10th of preceding month. Address box number replies to THE Con- 
TROLLER Two Park Avenue, New York 16, N. Y. Replies will be forwarded. 
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WANTED TO BUY 





CPA FIRM will purchase entire practice or 
individual accounts N.E. area. Box 2307. 





SITUATIONS WANTED 





SUPERVISORY ACCOUNTANT 
having seven years’ experience with a large 
manufacturing concern desires to relocate in 
the southern, western or midwestern part of 
the country. Experience has been in all areas 
of industrial accounting including budgets, pro- 
cedures, mechanized accounting, redetermina- 
tions and other phases of accounting for govern- 
ment contracts, cost accounting, etc. Supervisory 
work is preferred but specialist or analyst posi- 
tions will be considered. Salary open. Box 2310. 


CONTROLLER-TREASURER 
Presently employed in the textile field. Back- 
ground of successful management including cost 
analysis, systems, taxes, budgets, credits, office 
personnel and cost control. Five years’ experi- 
ence with national accounting firm. Prefer 
southeast or southwest area. Age 49, married. 
Box 2314. 


CONTROLLER 
ASSISTANT OR DIVISIONAL 
Broad accounting and administrative back- 
ground national multiplant manufacturer in- 
dustrial, government, and consumer product. 
Nine years divisional controller top accounting 
responsibility plus other management assign- 
ments. Growth- and cost-conscious training 


available for improved opening. College, mar- 
ried, age 50, New York State. Can relocate. 
Box 2315. 








CONTROLLER 
Age 36, college graduate, CPA. Six years with 
national auditing firm, seven years in systems, 
accounting management and controls. Experi- 
enced in management controls, costs, budgets, 
tab equipment, credit, taxes. Desires position 
with long-term opportunity. Box 2316. 


MANAGER OF 
FINANCIAL PLANNING 


for manufacturer who recognizes the value 
of sound planning to escape the “profit 
squeeze.” Qualified to establish and ad- 
minister: 

* Cost control system 

* Budget for profit planning 

* Project financial analysis 

* Long-range capital program. 


Graduate chemical engineering economist 
offering exceptional bridge between account- 
ing, production, and management viewpoints. 
Mature leader and administrator. Age 38. 
Family. Desire relocation. Presently em- 
ployed. Box 2317. 


COST CONTROLLERSHIP EXECUTIVE 
Fifteen years’ solid cost and financial account- 
ing experience. Capable organizer and admin- 
istrator accustomed to heavy responsibility. 
Strong on financial controls, costs, budgets, 
systems, cost reduction. CPA and _ industrial 
background. Travel. Relocate. Box 2318. 





EUROPEAN COMPANIES 


Are you satisfied that your European 
companies are properly organized? Pro- 
duction and material control; manage- 
ment accounting including budgetary 
control and standard costing; systems 
and procedures; mechanization, etc. 

You may be interested in the services 
of a highly qualified public account- 
ant with successful consultancy expe- 
rience over six years in Europe. Inti- 
mate knowledge of local character and 
conditions. Fluent French and compe- 
tent in other languages. Box 2319. 














$150,000 and $299,000; three in ten 
$75,000 to $99,000; about four in ten, 
between $100,000 and $149,000. Salary 
bonus, and currently payable profit sharing 
account for about 80 per cent of the com. 
pany president’s total compensation. The 
rest is made up of such “fringe” benefits 
as pension, life and medical insurance, 
and stock options. 

If he is being paid more than his pred. 
ecessor—and about six in ten company 
presidents say they are—he believes that 
the difference is primarily due to company 
growth and the over-all rise in executive 
salaries. Some men being paid higher 
salaries think that job enlargement and 
policy changes are mainly responsible. 

The surveyed presidents think that 
their executive vice president should be 
paid 72 per cent of their own pay; the 
top marketing executive, 56 per cent; top 
financial executive, 55 per cent; top pro- 
duction executive, 52 per cent; and top 
industrial relations executive, 38 per cent. 

The one fringe benefit that nearly every 
president—95 per cent of those surveyed 
—gets is a pension. About 87 per cent of 
the presidents get company life insurance, 
and about 75 per cent, company medical 
insurance. Bonuses go to somewhat more 
than six men in ten, but less than 3 per 
cent get stock bonuses. 

Stock options are the most popular 
fringe, since the president can “build an 
estate at capital gains rates,” but almost 
as many presidents prefer pensions be- 
cause they “offer security which I cannot 
buy under existing laws.” 

All the surveyed presidents own stock 
in their own companies. In fact, well over 
a fourth of the company presidents have 
portfolios that include from 81 to 100 
per cent of stock in their own companies, 
and nearly a third say that from 50 to 80 
per cent of their stock holdings are in 
their own companies. 

More than half the presidents—53 per 
cent—would like to see a top individual 
income tax rate of 50 per cent, although 
about one in seven men would prefer a 
top personal tax rate of 25 per cent. One 
man states the views of many in his ob- 
jection to the public tax philosophy of 
“soak the rich’ as applied to earned in- 
come, because it soaks those who are not 
rich and destroys the will to work to 
higher levels. 

Nearly four out of five of the surveyed 
presidents would be happy with a corpo- 
ration tax rate of from 35 to 50 per cent, 
but they feel that 50 per cent should be 
the absolute tops on what any corpora- 
tion pays the Government from its profits. 
About one man in seven favors a 25 pet 
cent rate. Almost all the respondents ob- 
ject to the requirement to pay personal 
income tax on dividends, which is really 
double taxation. 
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